ELLIS : LAWHORNE

John J. Pringle, Jr.
Direct dial: 803/343-1270
ipringle@ellislawhorne.com

August 21, 2006

FILED ELECTRONICALLY AND BY FIRST-CLASS MAIL SERVICE
The Honorable Charles L.A. Terreni

Chief Clerk

South Carolina Public Service Commission

Post Office Drawer 11649

Columbia, South Carolina 29211

RE:  Application of Phonel, Inc. for a Certificate of Public Convenience and
Necessity to Provide Resold and Operator Assisted Interexchange
Telecommunications Services Within the State of South Carolina and for
Alternative Regulation First Granted in Docket No. 95-661-C
Docket No. 2006-___ -C, Our File No. 1212-11385

Dear Mr. Terreni:

Enclosed is the original and one (1) copy of the Application filed on behalf of
Phonel, Inc. in the above-referenced matter.

Please acknowledge your receipt of this document by file-stamping the copy of
this letter enclosed, and returning it in the enclosed envelope.

If you have any questions or need additional information, please do not hesitate to

“contact me.
Very truly yours,
O, U
John J. Pringle, Jr.
JIP/cr

cc: Office of Regulatory Staff Legal Department
Ms. Kristin Marculaitis
Ms. Monique Byrnes

Enclosure

THIS DOCUMENT IS AN EXACT DUPLICATE OF THE E-FILED COPY SUBMITTED
TO THE COMMISSION IN ACCORDANCE WITH ITS ELECTRONIC FILING
INSTRUCTIONS.

Ellis, Lawhorne & Sims, PA., Aitorneys at Law
1501 Main Street, 5th Floor m PO Box 2285 = Columbia, South Carolina 29202 == 803 254 4190 = 803 779 4749 Fax = ellislawhorne.com



In the Matter of the Application of

Phonel, Inc.

for a Certificate of Public Convenience

and Necessity to Provide

Resold and Operator Assisted Interexchange
Telecommunications Services

Within the State of South Carolina

and for Alternative Regulation first granted
in Docket No. 95-661-C

BEFORE THE
PUBLIC SERVICE COMMISSION
OF SOUTH CAROLINA

Docket No.

S N N N N N N N N

Phonel, Inc. ("Phonel" or "Applicant") hereby submits its application for a Certificate of Public

Convenience and Necessity to resell intrastate interexchange telecommunications services. This filing is made

pursuant to South Carolina Statute 58-9-520 and the rules and regulations of the South Carolina Public Service

Commission (the "Commission"). In addition, Phonel requests that the Commission regulate its business

offerings in accordance with the principles and procedures established for alternative regulation in Orders Nos.

95-1734 and 96-55 in Docket No. 95-661-C, and as modified by Order No. 2001-997 in Docket No. 2000-407-

C. In support of its application, Phonel states as follows:

The legal name and principal address of the Applicant are:

Phonel, Inc.

100 N Biscayne Boulevard, 25" Floor
Miami, Florida 33132~~~ =~ = 7 °
Phone: 305-371-3300

Fax: 305-371-4686
Toll-Free: 866-674-6631

Correspondence or communications regarding this application should be addressed to:
Monique Byrnes, Consultant to Phonel, Inc.

Technologies Management, Inc.

210 N. Park Avenue

Winter Park, FL 32789

Phone: 407-740-8575

Fax: 407-740-0613

And
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John J. Pringle, Jr., Esquire
Ellis, Lawhorne & Sims, P.A.
1501 Main Street, 5th Floor
Post Office Box 2285
Columbia, SC 29202

Phone 803-779-0066
Fax 803-799-8479

The contact person regarding ongoing operations of the company is:

Kristin Marculaitis

Phonel, Inc.

7411 John Smith Drive, Suite 200
San Antonio, TX 78229

Phone: 210-949-7410
Fax: 210-949-7436

E-Mail: kmarculaitis@phonel.com

Phonel, Inc. was incorporated on December 6, 2000, under the laws of the State of Florida. A copy of

Phonel’s Articles of Incorporation is provided in Exhibit I.

Phonel obtained a Certificate of Authority to transact business as a foreign corporation in the State of

South Carolina on February 19, 2004. A copy of this certificate is provided in Exhibit II.

Phonel will operate as a reseller of existing facilities and will provide direct dial to end users and
operator assisted service locations. Service will be provided twenty-four (24) hours per day, seven (7)
days a week.

Phone!l will utilize Billing Concepts as its billing clearinghouse. Customers will receive charges on
their local exchange company bill. The toll-free telephone number for customer inquiries and
complaints is 866-674-6631. The Customer Service Department is staffed twenty-four (24) hours a

day, seven (7) days a week.
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10.

11.

12.

Phonel will utilize certificated facilities-based carriers for underlying carrier service such as Qwest.
Calls are routed over switched access facilities to the nearest underlying carrier's point-of-presence.
The underlying carrier transports the calls to its switch and terminates calls over its own terminating

network.

Customers are charged individually for each call placed through the Company's network. Charges may
vary by service offering, mileage band, class-of-call, time-of-day, day-of-week and/or call duration.

Customers are billed based on their use of Phonel’s services and network.

Phonel contracts for services from its underlying carrier at discounted rates based on a long-term

volume commitment.

Phonel’s underlying transmission carrier is selected based on the best mix of quality, service and

price.

Applicant has a team of managers and support personnel who are well qualified to operate a
telecommunications business. Additionally, Phonel relies on its underlying carrier's technical
expertise for the operation, maintenance and supervision of the network. Resumes of key personnel are

included in Exhibit III.

Phonel has sufficient resources to operate in South Carolina. No additional capital expenses are
anticipated as a result of entering the South Carolina market. In support of the Company’s financial
ability to provide the proposed services, the Applicant offers the financial statements of its parent

company, Phonel GlobalWide as Ekhibit IV.V
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13.

14.

15.

Attached as Exhibit V is a copy of Phone1’s proposed telecommunications tariff, setting forth its rates,

charges and regulations.

Phonel requests authority to handle interLATA, intrastate calls and intraLATA calls. Approval of
Phonel’s application will serve the public interest in South Carolina by creating greater competition in
the interexchange marketplace, and by providing users with additional choices for billing and
terminating their long distance and operator service calls. Phonel offers quality operator assisted

telecommunication services at competitive prices.

In Docket No. 95-661-C in response to a Petition for Alternative Regulation by AT&T
Communications of the Southern States, this Commission determined that there was sufficient
competition in the market for certain interexchange telecommunication services to justify a relaxation
in the manner in which AT&T was regulated. Phonel submits that as a competitor of AT&T in the
interexchange telecommunications services it should be subject to no regulatory constraints greater
than those imposed on AT&T. Phonel requests that its business service offerings be regulated under

this form of relaxed regulation.

These alternative regulation orders were modified by Order No. 2001-997 in Docket No. 200-407-C.
Commission Order 2001-997 imposed a maximum cap of $1.75 for operator surcharges and a cap of
$0.35 related to the flat per-minute rate associated with operator-assisted calls where a consumer uses
a local exchange carrier’s calling card to complete calls from locations which have not selected that

local exchange carrier as their toll provider.
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16.

17.

Both because of the level of competition found by the Commission in Docket No. 95-661-C and
because of the Commission’s decision to permit AT&T greater rate flexibility, Phonel submits that it
is critical to the continued development of a competitive market for telecommunication services that
the relaxation of regulation described in Orders No. 95-1734 and 96-55 as modified by Order No.
2001-997 be applied to Phonel's business service offerings.

Waivers and Regulatory Compliance
Phonel, Inc. requests that the Commission grant it a waiver of those regulatory requirements
inapplicable to competitive providers. Such rules are not appropriate for competitive providers and

constitute an economic barrier to entry into the interexchange market.

A. Phonel requests that it be exempt from record keeping policies that require a carrier to
maintain its financial records in conformance with the Uniform System of Accounts
(“USOA”). The USOA was developed by the FCC as a means of regulating
telecommunications companies subject to rate base regulation. As a competitive carrier,
Phonel maintains its book of accounts in accordance with Generally Accepted Accounting
Principles (“GAAP”). GAAP is used extensively by interexchange carriers. Moreover,
Phonel asserts that because it utilizes GAAP, the Commission will have a reliable means by
which to evaluate Phonel’ operations and assess its financial fitness. Therefore, Phonel

hereby requests an exemption from the USOA requirements.
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17. Waivers and Regulatory Compliance, (Cont’d.)

B. In addition, Phonel requests a waiver of S.C. Reg. 103-610, and to be allowed to maintain its

books and records at its headquarters location in Miami, Florida. In the event that the

Commission finds it necessary to review Phonel’s books, this information will be provided

upon request to the Commission or Phonel will bear the expense of travel for the

Commission staff to examine the books and records located outside of South Carolina.

WHEREFORE, Phonel, Inc., requests that the South Carolina Public Service Commission issue a

Certificate of Public Convenience and Necessity authorizing it to provide resold intrastate telecommunications

and operator assisted interexchange services to the public as proposed herein and set forth in the attached tariff,

grant the Company Alternative Regulation as first approved in Docket No. 95-661-C and grant such other

relief as is just and proper.

Dated this 52\ 2\ day of August, 2006.

Respectfully submitted,

i

J ohnlj. Pringle,|Ir., Esqh&S M+
Bar No. 11208
Ellis, Lawhorne & Sims, P(A.

1501 Main Street, 5th Floor

PO Box 29202
Columbia, SC 29211-1547

~ Phone: 803-779-0066

Fax: 803-799-8479
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APPLICATION OF PHONE]L, INC.

List of Exhibits
Exhibit I Articles of Incorporation
Exhibit IT Authority to Operate as a Foreign Corporation
Exhibit IT1 Resumes and Technical Expertise of Key Personnel
Exhibit IV Financial Statements
Exhibit V Proposed Tariff
Exhibit VI Authorized Utility Representative Form

Exhibit VII Proposed Notice of Filing
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Phonel, Inc.

Articles of Incorporation



ARTICLES OF INCORPORATION . _ S[CAE gf;.'ggg;‘ B

00 pEC -7 PH 518

OF

PHONEL, INC,,
a Florida Corporarion

ARTICIEL
NAME

‘The name of this corporanon is' Phonel, Inc. and its principal and mailing address is 600
Brickell Avenue, Suite 206F, Miami, Florids 33131,

ARTICIE T

NATIRE OF BEISINESS

This Corperarion is being formed for the following puxpoé&S'
: ’ 2. To engage in any and all lawinl business or actvity pemutce:d under the laws of .
the United Starss, and the Stare of Florida;

b. To generally have and exercise all powers, rights and pnwlege necessary aud *
znf‘zd_nr 0 cazrying our properly the cbjects herein manricned; and

c. To do anything and sverything necessary, suirable, convenisar or rroper for the
accarzplisirment of any of the purpoeses or the amainment of any or 21l of the objects herinbefore

snumeated or mcidanral 1o the purposes and powers of the carporation or which at any dme
appesr ccmducuve therero or sxpedisnt.

ARTICLE YL

TERM OF EXISTENCE

...11}15 th h-’

anon shall have perpefual exisience unless sponar dissclved in accordance
with the laws of the SY.c'L't‘J of Flonda The date pn which corporate
dars on which ihes:

'..J

e axistence shall begin is the

e Articles of Incorporation are filed with the Szcyetary of State of the State of
Ficnida.




ARTICLE LV
CAPITAL ST@C“{

This Corporation is authorized o issue one thovsand (1,000) shares of common stock,
$0. ODI par value, which shall be designared “Comman Stock™.

ARTICLE YV
mm% REGISTERED OFFECE AND AGENT

The sireet address of the initial rrmsue_d office of The Corporation 1 is: 1201 Hays Steet,
Tallahassee, Florida 32301, and the name of the initial registered agent of this Corporation at thar

address is Corporatian Service Company.
ARTICLE VI
- INITIAL BOARD OF DIRECTORS

The Corporation shall have one (1) initial direcrar. The number of directors may be
either increased or diminished fom time to time by the By-Laws, but shall never be isss than.
ane. The name and address of the mmal direcror of this Corporarion is: .

Dario Echevery

600 Brickell Avenue

Swite 20688

Miarmi, Florida 33131
ABRTICLE VIL

ANMENDMENTS TO ARTICEES OF T’MCGW_E”E)RA?;@N AN BY»L.&WS

This Corporation reserves the rights 1o amend or repeal any provisians conrained in these
Aricles of Iucurpﬂmuan or any amendmenss hereto and any rght comferred wpon the
sharcholders is subject 1o this reservation. Further, the power 10 adopt, alter, amend or repeal vhe
By-Laws shall be vestzd in the Board of Directars of this Corporation.

2




ARTICLE vIIL -
INDEMNIFTC ATION

This Corporadon shall indemmify and may advance expensss to any and all of irs
divectors, officers, employes=s or agents or former directars, officess. employees_or agents or any-
pezson or persons who may have served at its requésy s a directar, officer, employee or agenr of
anather corporadon, parmership, joint ventore, wust or other enierprise in which it owns shares
of capital stock or of which it is 4 creditor, 10 the Ml exrent permitted by law.  Said
indemnification shall include, but nat be lmired 10, the expensss, including the cost of any
Jodgments, fines, semlemnents and.counsel's fees, actually and necessarly paid ar incnrred I
conniecion with any action, suit or procesdings, -whether civil, criminal, adminiswarive or
investigative, aild any appeals thereof, 1o which any such person or his legal representative may

be made 2 party or may be threatsned 1o be made party, by reasonof his being or having besn -

divector, officer, employee or agent as herein provided. The foregoing right of indemnificarion
shall not be exclusive of any other rights 1o which any direcror, officer, employee or agent may
be enritled as 2 marmwer of law or which he may be lawihlly granted.

ARTICLE IX

INCORPORATOR

The name and address of the person signing ;hesr: Argicles is:

Dario BEcheverry

600 Brickell Avenne
Sulte 208F

*iami, Florida 33131

uw




IN WITWNESS WHERECF, the undersi
Incorporadon an this ;éi&f day of Decsmber, 20

g iond: he.v -




CERTIFICATE DESIGNATING THE ADDRESS AND AN AGENT UPON ’
WHOM PROCESS MAY BE SERVED

WITNESSETH

That Phonel, Mne. desiring 1o organize under the laws of the Stare of Florida, has named
Corporation $e:wice Company as its agent To accept sexvice of pracass within this staze.
ACKNOWLEDGEMENT:

Having been named to-accepr service of process for the above-swared corparatian, at the place

designated in this certificare, I hereby agree 1o aer in this capaciry, and T farvher agree w comply
with the provisions of all stattes relative 1o the proper and complete performance of my dutss,
and I accept the duties and obligations of Section 607.0505, Florida Srarures.

Dated this q’f}w“’ day of December, 2000.

4

, Registered Agent

ERIAN COURTNEY, ARST VB a
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EXHIBIT II

Phonel, Inc.

Authority to Operate
As a Foreign Corporation
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I, Mark Hammond, Secretary of State of South Caroclina Hereby ceortify that:

PHONE"1, INC.,

a corporation duly organized under the laws of the state of FLORIDA and Issued
a certificate of authority to transact business in South Carolina on February
19th, 2004, has on the date hereof filed all reports due this office, paid all fees,
taxes and penalties owed to the Secretary of State, that the Secretary of State
has not mailed notice to the Corporation that its authority to transact business in
oy South Carolina is subject to being revoked pursuant to Section 33-15-310 of the
Fj 19768 South Carolina Code, and no application for surrender of authority to do
i business in South Carolina has been filed in this offlce as of the date hereof,
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Given under'my Hand and the Great
Seal of the State of South Carolina this
18th day of January, 2008.
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Mark Hammond, Secretary of State
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Note: Thia cenificate does not comtain any repreasniation coricerning fees or (axes cwed by the Corporation lo the South Carolina Tax Commission or whather the
Cocporation Nes filed the annual reports with the Tax Commission. If it [s Important 10 know whather the Corporation has pald alt taxes due (o (he State of South
Carolina, end has filed the anaual reports, a centificate of compllance must be obtained from the Tex Commission,



EXHIBIT III

Phonel, Inc/

Management Profiles



MANAGEMENT

Mr. Dario Echeverry, President & CEO and Board member, Mr. Echeverry has 21 years of experience on
startups and running companies on different sectors (construction, civil engineer, environmental engineer). In
1995 he became the president of Immobiliaria Bancol (Banco de Colombia) and also served as a Member of
the Board of Directors of Banco de Colombia Trust Corp. Mr. Echeverry received a Bachelors degree in Civil
Engineering from Universidad de los Andes in 1983. In 1996, while president of Immobiliaria Bancol (Banco
de Colombia) was invited to attend Harvard School of Business to a program called P.A.D.E. (for presidents of
companies). Mr. Echeverry has served as President & CEO of Phonel since its creation, and he brought the
original idea of Phonel to the Board of Directors of Globaltron Communication Corporation.

Mr. Syed Naqvi, Chief Financial Officer. Mr. Naqvi has experience in operational finance and consulting in
various executive/management positions with fortune 500 companies and startups. His industry experience
includes telecommunications, healthcare, e-commerce internet, entertainment and distribution. Before joining
PhonelGlobalwide Inc, Mr. Naqvi was the executive consultant for Focus Consulting Group, providing
strategic consulting and business development services to startups, middle market companies as well as
advising various governments and companies in contract negotiations. Prior to Focus Consulting Mr. Naqvi
was the Chief Financial Officer of Intelesis Group Inc. and before joining Intelesis he was the Chief Financial
Officer of TelMed Inc. Mr. Naqvi has also held positions with HCA Inc. and Laboratory Corporation of
America Holdings. Mr. Naqvi is a Certified Public Accountant and is a member of Financial Executives

International.

Mr. Dilowe Barker, Chief Operating Officer, Mr. Barker has over 12 years experience in the payphone
industry. Mr. Barker has expertise in the area of multiple smart technology products that interface with various
host and routing platforms ranging from coin sent paid to operator service providers. Mr. Barker help build
Universal Communications, Inc. from a 3-employee start up with his wife and partners to over 98-employee
company after merging with T.R.1.A.D. Inc. in1999. The new company, TU, was an authorized distributor of 3
major smart technology manufacturers and supplier to IPPs as well as LECs RBOCs and IXCs who operated
payphones. Mr. Barker began consulting with Phonel, Inc. in March of 2001, until December of 2001; when
he was hired as Vice President of Payphone Implementation. The Board of Directors of PhonelGlobalWide,
Inc. appointed him to his current position in November of 2002. Mr. Barker has 5 children and 1 grandchild
“and lives in Bal Harbour, Florida with his wife Cheryl. ' ) '



MANAGEMENT, (CONT'D.)

Mr. Federico Fuentes, Chief Technical Officer. He has more than 22 years experience in developing
network, managing personnel and operating networks from legacy to the néwest IP technology. He graduated
from Universidad Simon Bolivar in 1977 with a degree of Engineering in Process and Controls. Then work as
Professor teaching Mass Transfer and Thermodynamics. In 1979, he joined CANTYV, the Venezuelan PTT and
has participated is diverse start up, like a Fiber Optic Project in Buenos Aires, Argentina, and Data Protocols
Training and implementation with Bell Canada in Montreal. He has trained with IBM in Texas and Satellite
System in Brazil and was responsible to build the data network in Venezuela over the legacy infrastructure. In
1999 he was appointed Vice-President of International Operations at PointeCom Communications where his
area of expertise included operating networks in Mexico, Venezuela, Colombia, Costa Rica, El Salvador,
Panama and Nicaragua, based on the integration of ISP and VoIP technologies. He joined Phone1Globalwide
in June 2000 as Vice-President of International Operations for CLECs projects overseas as well as deploying
VoIP network. In the year 2001 became Chief Technical Officer of PhonelGlobalwide for implementing retail
services and developing a new communication protocol among payphones and debit type platform.

Mr. Adolfo Maichel, Vice President of IT. Business Administrator, with deep knowledge in the synergies
caused by the mixed of procedures, technologies, personnel and leadership, most of his experience has been as
a project manager implementing corporate integrated solutions in the administrative and commercial areas.
Before joining Phonel GlobalWide Inc, Mr. Maichel was the Director of Operations at Computer Based
Solutions, Inc. providing his knowledge in the designed and development of online customer service solutions.
Prior to computer base solutions, he was a consultant for companies such as Price Waterhouse, Bank of
Colombia, Abaco and Unibase Corp. implementing and integrating solutions as J.D. Edwards, Boole and
Babbage and Pilot Software and Computer Associates among others.

Geren Anderson, Vice President Business Development. Mr. Anderson has over 12 years experience in the
telecommunications industry, 10 years of which were with SBC Communications. While with SBC, he worked
in Corporate Marketing, Product Development, Sales and Financial Analysis. During his career he has
developed various products and services for both Business and Consumer markets. He is experienced in
strategic planning, market analysis, tactical implementation planning and financial analysis. Mr. Anderson
graduated from Texas A&M University with a Bachelor of Science in Economics in 1992 and later earned a
Masters of Business Administration



EXHIBIT IV

Phonel, Inc.

Financial Information

As proof of its financial capability, Phonel, Inc. is providing the financial statements
of its parent company, PhonelGlobalWide.



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

MARCH 31, 2005 AND 2004
2005 2004
ASSETS
Current Assets
Cash $ 1,004,110 $ 389,066
Accounts receivable, less allowance for doubtful
accounts of $130,600 and $293,800 1,409,435 993,948
Notes receivable , - 647,839
Prepaid expenses and other current assets _ _ 519,014 571907
Total current assets - 2,932,559 2,608,760
Property and Equipment, Net 7,218,876 9,658,638
Intangible Assets . 1,328,559 1,328,559
Deposits and Other 339,295 1,130,592
Total assets : ' $ 11819289 $ 14,726,549
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Convertible note payable, related party $ 5,000,000 $ -
Accounts payable 537,790 1,599,173
Accrued expenses and other current liabilities 1,691,211 . 2321.119
Total current liabilities 7,229,001 3,920,292
Commitments, Contingencies and Subsequent Events - -
Stockholders' Equity
Preferred stock, $.001 par value; authorized 10,000,000 shares; ,
issued and outstanding -0- shares . - -
Common stock, par value $.001; 200,000,000 shares
authorized; 144,778,423 and 141,207,559 shares issued
and outstanding : , - 144,778 141,207
- Additional paid-in capital : 138,016,275 133,019,846
Deficit (133,570.765) (122.354,796)
Total stockholders' equity 4,590,288 10,806,257
Total liabilities and stockholders' equity $ 11819289 $ 14,726,549

See notes to consolidated financial statements.
. 9.



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED MARCH 31, 2005 AND 2004

Revenue

Costs and Expenses:
Cost of sales
General and administrative
Marketing and promotion
Depreciation and amortization ‘
Settlement of service agreement and claims

Operating Loss

Other Income (Expense): -
Interest expense, related party, net
Gain on settlement of vendor liability -
Settlement of lawsuit
Other

~—

Net Loss

Loss Per Common Share — Basic and Diluted

Weighted Average Shares of Common Stock Outstanding

2005 2004
$ 15375465  $14.150.177
12,403,078 13,050,221
7,350,494 8,446,447
1,016,087 2,029,825
5,741,155 4,523,897
: 328.133
(11135349)  _(14.228.346)
(104,670) (2,361,885)
223,535 .
(99,485) -
(100.000) -
(2.361.885)

(80.620)

1.215.96 16,590,231

0.08

144,250,047

See notes to consolidated financial statements.

3
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108,049,911
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
PhonelGlobalwide, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheet of PhonelGlobalwide, Inc. and
Subsidiaries as of March 31, 2005, and the related consolidated statements of operations,
stockholders' equity, and cash flows for the year then ended. These consolidated financial statements
are the responsibility of the Company's management. Our responsibility isto express an opinion on
these consolidated financial statements based on our audit. The consolidated financial statements of .
PhonelGlobalwide, Inc. and Subsidiaries as of and for the year ended March 31, 2004 were audited by
other auditors, whose report dated May 27, 2004 on those statements included an explanatory paragraph
that described the conditions that raised substantial doubt about the Company’s ability.to continue as a
going concern. -

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall consolidated financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the 2005 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of PhonelGlobalwide, Inc. and Subsidiaries as of March
31, 2005, and the consolidated results of their operations and their cash flows for the year then ended, in
conformity with U.S. generally accepted accounting principles. ' ’

The accompanying 2005 consolidated financial statements have been prepared assuming that the
Company will continue as a going concern. As discussed in Note 2 to the financial statements, the
Company has suffered recurring net losses and has a working capital deficiency that raise substantial
doubt about its ability to continue as a going concern. Management's plans in regard to these matters are
also described in Note 2. The consolidated financial statements do not include any adjustments that might
result from the outcome of this uncertainty. o '

TRuchlins, Cakard Holk (1P
Miami, Florida | |

May 31, 2005, except for the last two paragraphs of Note 16,
as to which the date is July 11, 2005

WZ
Rachlin Cohen & Holtz wip

- 450 East Las Olas Boulevard = Suite 950 = Fort Lauderdale, Florida 33301 & Phone 954.525.1040 & Fax 954.525.2004 = www.rachlin.com
An Independen;‘ Member of Baker Tilly International

MIAMI = FORT LAUBERDALE = WEST PALM B.EACH e STUART



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31,2005




PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS
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PHONE1GLOBALWIDE INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIENCY)

YEARS ENDED MARCH 31, 2005 AND 2004

Total
Series A 8% Convertible Additional Stockholders’
Preferred Stock Comimon Stock Paid-in Equity
Shares Amount Shares Amount Capital Deficit (Deficiency)
Balance, March 31,2003 9,000,000 $9,000 66,128,702 $66,128  $96,029,000 $(105,764,565) $(9,660,437)
Conversion of Preferred Stock ' .

to Common Stock (9,000,000) - (9,000) 13,953,489 13,954 (4,954) - -
Estimated Fair Value of Services T '

Rendered by Board Member - - - - 45000, = - 45,000

- Issuance of Common Stock for . . R

Conversion of Debt - - 50,000,000 50,000 19,950,000 - 20,000,000
Sale of Common Stock C - - 11,061,947 11,062 12488938 - 12,500,000
Issuance of Common Stock for e

Settlement Agreement - - 17,857 18 s 24982 s - 25,000

. LS. ey
Issuance of Common Stock to .

Settle Service Agreement - - 45,000 45 < 53,505 A - 53,550
Settlement of Loan Overdraft - - - - 4,433,375 - 4,433,375
Net Loss . ' - - - - - (16.590.231) (16.590.231)
Balance, March 31,2004 . - 141,206,995 = 141,207 133,019,846 (122,354,796) 10,806,257
Sale of Common Stock - .- 3,571,428 3,571 4,996,429 ) - 5,000,000
Net Loss - - - - . - (11.215.969) (11.215,969)

. . _,,,«--““” \\
Balance, March 31,2005 = $ - 144778423  $144778'  $138016275 ;| $(133.570765) $ 4,590288
N—— . .

See notes to consolidated financial statements.
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PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED MARCH 31, 2005 AND 2004

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used
in operating activities:
Depreciation and amortization
Provision for doubtful accounts
Amortization of convertible loan discount
Professional services paid in common stock
Compensation paid in common stock
Settlement of service agreement paid in common stock
Gain on settlement of vendor liability
Changes in assets and liabilities:
Increase in accounts receivable
Decrease in deposit and other assets :
Decrease in prepaid expenses and other current assets
Decrease in accounts payable
(Decrease) increase in accrued expenses and other liabilities
Net cash used in operating activities

Cash flows from investing activities:
Acquisitions of property and equipment
(Advances for) replacement of notes receivable

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from overdraft facilities
Payments on overdraft facilities
Proceeds from notes payable
Proceeds from sales of common stock
Proceeds from line of credit '
Payments on line of credit
Net cash provided by financing activities

Net increase (decrease) in cash
Cash at beginning of year
Cash at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest

005

$(11,215,969)

5,741,155
96,000

(223,535)

(511,487)
58,892
790,788

(1,060,760)

(406,996).

(6.731.912)

(3,300,883)
647.839
(2.653.044)

2,139,850
(2,139,850)

5,000,000 -

5,000,000
10.000,000

615,044
389.066
$1.004.110

$ 142,940

See notes to consolidated financial statements.

5.

004

$(16,590,231)

4,523,897
73,848
1,181,531
45,000
53,550
25,000

(204,626)
171,444
307,186

(259,329)

562,331
(10.110.399)

(6,991,355)
(647.839)
(7.639.194)

15,162,948
(10,729,573)

12,500,000
1,500,000

1.500.000)
16.933.375

(816,218)
1.205.284
$ 380,066

§ 887214



NOTE 1.

PHONE1GLOBALWIDE INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS'

. YEARS ENDED MARCH 31, 2005 AND 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Description of B usiness

We are a United States based telecommunications company. We currently have two main

- switch facilities, one located in New York, NY and the other in Miami, Florida. Our current

primary telecommunications offerings are coin-sent and operator-assisted services from public
payphones and wholesale carrier services. The Company maintains operating agreements to
deliver services in many countries throughout the world using third-party networks.

PhonelGlobalwide, Inc. formerly known as Globaltron Corporation and as Win-Gate Equity
Group, Inc. (we or the "Company"), was reincorporated as a Delaware corporation on
September 25, 2001. The Company was initially organized on May 17, 1996 in Florida, to
locate and effect business combinations with existing businesses. :

On January 21, 2000, the Company consummated a stock purchase agreement with all of the
stockholders of Globaltron Communications Corporation, a Delaware corporation
("Globaltron” or “GCC") whereby the Company acquired 100% of the outstanding GCC
shares. As a result, GCC became a wholly owned subsidiary.

On June 13, 2001, the Company acquired all of the outstanding common stock of Phonel,
Inc., a Florida corporation ("Phonel"), a telecommunications marketing company, for 12
million restricted shares of our common stock. As a result, Phonel became a wholly owned

~ subsidiary.

On November 16, 2001, in connection with the formation of Phonel Smart LLC, a limited

liability company (“Phonel Smart”), organized under the Delaware limited liability act, the

Company entered into an operating agreement with MTG Interconnection LC ("MTG"), a

Florida limited liability company. The Company owns 51% of the interests in Phonel Smart.

The 51% interest in Phonel Smart is consolidated into the financial statements of

PhonelGlobalwide, Inc. Phonel Smart has not provided any substantial services during the

fiscal year ended March 31, 2005 and its results of operations were immaterial compared to
our consolidated results of operations.

Basis of Presentation

The consolidated financial statements include the accounts of Phonel Globalwide, Inc. and its
wholly owned and majority owned subsidiaries. All significant intercompany accounts and
transactions have been eliminated in consolidation.

Cash and Cash Equivalents A

The Company considers all highly liquid investments with original maturities of three months
or less, when purchased, to be cash equivalents.



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
‘ (Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Concentrations of Credit Risk
Cash

As of March 31, 2005 and 2004, $0 and $16,849 of cash, respectively, was located in GNB
Bank Panama, a financial institution related by means of common control (see Note 7).
The Company has not experienced any losses on its cash deposits. At March 31, 2005 and
at various times during the year, the balance at one financial institution exceeded the FDIC
limits. At March 31, 2005, the Company had deposits in excess of federally insured limits
of approximately $1,028,000. The Company maintains its cash with high quality financial
institutions which the Company believes limits these risks.

Accounts Receivable

Trade accounts receivable are primarily from arbitrage sales and Phonel services. The
Company maintains an allowance for doubtful accounts at a level believed adequate by
management to reflect the probable losses in the trade receivable due to customer default,
insolvency, or bankruptcy. The provision is established by management using the customer
credit history and other relevant factors, and is re-evaluated on a periodic basis. The
allowance is increased by provisions to bad debt expense charged against income. All
recoveries on trade receivables previously charged off are credited to the accounts
receivable recovery account included in income, while direct charge-offs of trade
receivables are deducted from the allowance.

Major Customer

During the fiscal years ended March 31, 2005 and 2004, the Company derived 55% and
38%, respectively, of its total revenues from one source.

Property and Equipment

Depreciation and amortization are provided for in amounts sufficient to relate the initial cost
of depreciable assets to operations over their estimated service lives. Leasehold improvements
are'amortized over the term of the respective leases or the service lives of the improvements,
whichever is shorter. Leased property under capital leases is amortized over the term of the
respective leases or over the service lives of the assets for those leases that substantially
transfer ownership. Other equipment is depreciated from three to five years. The straight-line
method of depreciation is followed for substantially all assets for financial reporting purposes.
Cost and accumulated depreciation of assets returned or retired are removed from the
respective property accounts, and the gain or loss is reflected in the statements of operations.

Intangible Assets and Long Lived Assets
On July 20, 2001, the Financial Accounting Standards Board (FASB) issued Statement of

Financial Accounting Standards (SFAS) 142, “Goodwill and Intangible Assets.”” SFAS 142 is
effective for fiscal years beginning after December 15, 2001. '

-7-



NOTE 1.

PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUN TING POLICIES (Continued)
Intangible Assets and Long Lived Assets (Continued)

Beginning April 1, 2002, the Company no longer amortizes $1.3 million of intangible assets
identified as trade name and trademarks as these assets have been determined to have an
indefinite life. The Company has completed an annual impairment test as of March 31, 2005
of all intangible assets with indefinite lives. Based on the annual impairment test, no
impairment losses were required to be recorded. The Company requires capital to continue the
development of its business. Because there can be no assurance that the Company will achieve
profitable operations, the Company may, in the future, recognize a substantial impairment of
its remaining intangible assets:. -

The Company evaluates long-lived assets, including certain identifiable intangible assets held
and used for possible impairment whenever events or changes in circumstances indicate that
the carrying value may not be recoverable. Factors the Company considers important which
could trigger an impairment include, but are not limited, to significant under-performance
relative to projected operating results, significant changes in strategy for the Companys
overall business, and significant industry or economlo trends. :

Income Taxes

The Company accounts for income taxes using the asset and liability method. Under this
method, deferred tax assets and liabilities are recognized for the future tax consequences

attributable to differences between the consolidated financial statement carrying amounts of
existing assets and liabilities and their respective tax bases for operating loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in the consolidated results of operations in the period that the
tax change occurs. Valuation allowances are established, when necessary, to reduce deferred
tax assets to the amount expected to be realized.

Advertising

The Company expenses advertising costs as incurred. Total advertising expense was
approximately $343,000 and $635,000 for fiscal 2005 and 2004, respectively.

Use of Estimates

The preparation of the Company’s financial statements in conformity with U.S. generally
accepted accounting principles generally requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and revenues and expenses during the period. Future events and their effects cannot
be determined with absolute certainty; therefore, the determination of estimates requires the
exercise of judgment. Actual results inevitably will differ from those estimates, and such
differences may be material to the financial statements. Management continually evaluates its
estimates and assumptions, which are based on historical experience and other factors that are
believed to be reasonable under the circumstances.

-8



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued) :

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates (Continued)

Management believes that a higher degree of judgmenf or complexity may occur in estimating
collectibility of accounts receivable, useful lives of assets, valuation allowances on deferred
taxes and estimates relating to the outcome of pending litigation.

Fair Value of Financial Instruments

The Company estimates that the fair value of its financial instruments approximates the
carrying value of its financial instruments at March 31, 2005 and 2004.

Stock Based Compensation

At March 31, 2005, the Company had a stock-based employee compensation plan, (the Plan)
which is described more fully in Note 14. The Company accounts for this plan under the
recognition and measurement principles of APB Opinion No. 25, “4ccounting for Stock Issued
to Employees,” and related interpretations. No stock-based employee compensation cost is
reflected in net loss, as all options granted under those plans had an exercise price equal to the
market value of the underlying common stock on the date of grant. The following table
illustrates the effect on net loss and loss per share if the Company had applied the fair value
recognition provisions of FASB Statement No. 123 (as amended by Statements of Financial
Accounting Standards No. 148 (“SFAS 148”), “Accounting for Stock-Based Compensation —
Transition and Disclosure”), to stock-based employee compensation (in thousands, except per
share data): ' : ‘ '

2005 2004

Net loss as reported $(11,216) $(16,590)
Deduct: Total stock-based employee compensation expense ‘

determined under fair value based method

for all awards .- (1,585)
Pro forma net loss ' $11.216) $(18,175)
Basic and diluted loss per share - as reported $(0.08) $(0.15)
Basic and diluted loss per share - pro forma $(0.08) $0.17)

The Company grants stock options for a fixed number of shares to non-employees with an -

- exercise price equal to at least 100% of the fair market value of the shares at the date of grant.
The Company recognizes an expense in accordance with Statement of Financial Accounting
Standards (SFAS) No. 123.

The above pro forma disclosures may not be representative of the effects on reported results of
operations for future years as some of the options vest over several years and the Company
may continue to grant options to employees.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted-average assumptions used for grants in
2004: expected volatility of 272%; risk-free interest rate of 4.78%; and expected holding
period of 3 years. There were no option grants made in 2005.

-9-



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Loss Per Share

Basic earnings (loss) per common share are based on the weighted - average number of
common shares outstanding. The total number of such weighted average shares was
144,250,047 and 108,049,911 for the years ended March 31, 2005 and 2004, respectively.
Diluted earnings (loss) per common share are based on the assumption that all dilutive
potential common shares, preferred shares and dilutive stock options were converted at the
beginning of the year. For the years ended March 31, 2005 and 2004, 2,909,000 options were
not included in common stock equivalents because their inclusion would be antidilutive.

Revenue Recognition

During the years ended March 31, 2005 and 2004, the Company derived revenues from
Phonel services, arbitrage sales and operator assisted calling services.

Revenues from Phonel services consist of direct dialed international and domestic -long
distance calls made from Phonel enabled pay telephones. The Company does not own the
payphones. The calls are routed through the Company’s designated switching facilities and
designated networks. The Company invoices the customers an amount, based upon the calls
made. Arbitrage sales occur when the Company transports an international long distance call
to a foreign destination where the Company does not maintain a facility. Revenues from
operator assisted calling services occur when a customer uses a Phonel enabled phone to
make a collect call or with the use of a credit card. : ’

The Company’s revenue is earned from Phonel services, arbitrage sales and operator assisted
calls when the service is provided. The service is provided as the customer uses the minutes.
The revenue is earned based upon the number of minutes used during a call and is recorded
upon completion of a call. Revenue for a period is calculated from information received
through the Company’s designated network switches or based on information received from
the Company’s service providers. '

Recently Issued Accounting Pronouncements

In May 2005, the FASB issued SFAS No. 154, “dccounting for Changes and Error
Corrections, a Replacement of APB Opinion No. 20 and FASB Statement No. 3” SFAS 154
applies to all voluntary changes in accounting principle and requires retrospective application
to prior periods’ financial statements of changes in accounting principle. This statement also
requires that a change in depreciation, amortization, or depletion method for long-lived,
nonfinancial assets be accounted for as a change in accounting estimate effected by a change
in accounting principle. SFAS 154 carries forward without change the guidance contained in
Opinion No. 20 for reporting the correction of an error in previously issued financial
statements and a change in accounting estimate. This statement is effective for accounting
changes and corrections of errors made in fiscal years beginning after December 15, 2005.
The Company does not expect the adoption of this standard to have a material impact on its
financial condition, results of operations, or liquidity.

-10-



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued Ac'c‘ounting Pronouncements (Continued)

In March 2005, the Financial Accounting Standards Board issued FASB Interpretation No. 47,
“Accounting. for Conditional Asset Retirement Obligations, an Interpretation of FASB
Statement No. 143 This Interpretation clarifies that the term conditional asset retirement
obligation refers to a legal obligation to perform an asset retirement activity in which the
timing and (or) method of settlement are conditional on a future event that may or may not be
within the control of the entity. Accordingly, an entity is required to recognize a liability for
the fair value of a conditional asset retirement obligation if the fair value can be reasonably
estimated. This Interpretation is effective no later than the end of fiscal years ending after
December 15, 2005. The Company does not expect the adoption of this standard to have a
material impact on its financial condition, results of operations, or liquidity.

In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment.”
'SFAS No. 123(R) is a revision of SFAS No. 123, “Accounting for Stock-Based
Compensation,” and supersedes APB Opinion No. 25, “dccounting for Stock Issued to
Employees.” Statement No. 123(R) will require the fair value of all stock option awards issued
to employees to be recorded as an expense over the related vesting period. The statement also
requires the recognition of compensation expense for the fair value of any unvested stock
option awards outstanding at the date of adoption. This statement becomes effective the
beginning of the first interim or annual reporting period that begins after December 15, 2005.
We are currently evaluating the impact on our results from adopting SFAS No. 123(R), but
expect it to be comparable to the pro forma effects of applying the original SFAS No. 123.

In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets, an
Amendment of APB Opinion No. 29.” SFAS No. 153 requires exchanges of productive assets
to be accounted for at fair value, rather than at carryover basis, unless (1) neither the asset
received nor the asset surrendered has a fair value that is determinable within reasonable limits
or (2) the transactions lack commercial substance. This Statement is effective for
nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 2005. The
Company does not expect the adoption of this standard to have a material impact on its
financial condition, results of operations, or liquidity.

In December 2003, the Financial Accounting Standards Board issued FASB Interpretation
Number 46-R “Consolidation of Variable Interest Entities.” FIN 46-R, which modifies
certain provisions and effective dates of FIN 46, sets for the criteria to be used in determining
whether an investment in a variable interest entity should be consolidated. These provisions
are based on the general premise that if a company controls another entity through interests

~ other than voting interests, that company should consolidate the controlled entity. The
Company believes that, currently, it does not have any material arrangements that meet the
definition of a variable interest entity which would require consolidation.

Reclassifications

Certain amounts for 2004 have been reclassified to conform to 2005 classifications.

-11-



NOTE 2.

NOTE 3.

PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

GOING CONCERN CONSIDERATIONS

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern. The Company experienced a net loss of $1 1,215,969 and used cash
of $6,731,912 in its operating activities for the year ended March 31, 2005. Additionally, the

- Company's current liabilities exceeded its current assets by $4,296,442 at March 31, 2005 . These

factors raise substantial doubt about the Company's ability to continue as a going concern.

In view of the matters described in the preceding paragraph, recoverability of a major portion of
the recorded asset amounts shown in the accompanying balance sheet is dependent upon future
profitable operations of the Company, which in turn is dependent upon the Company's ability to
meet its financing requirements on a continuing basis, to maintain present financing, and to
succeed in its future operations. The financial statements do not include any adjustments relating
to the recoverability and classification of recorded asset amounts or amounts and classification of
liabilities that might be necessary should the Company be unable to continue in existence, or any
other adjustments that might result from the outcome of this uncertainty. '

In response to the matters described in the preceding paragraphs, the Company intends to actively
seek additional funding from a variety of sources, including potential issuances of Company's
securities in one or more private transactions. Management believes that this additional financing
will allow the Company to rigorously pursue its expansion efforts in the coming year and that this
expansion will strengthen the Company's cash flow position to provide the Company with the
ability to continue in existence. However, the Company is unable to predict whether it will be
able to obtain such financing or, if obtained, that it will be on terms advantageous to the
Company.

NOTES RECEIVABLE

On January 12, 2004, the Company signed a non-binding letter of intent with Chalom Arik

Meimoun, president and majority shareholder of Next Communications, Inc. ("Next"), and Next

Communications, Inc. to purchase 100 percent of the outstanding shares of Next, in exchange for
shares of the Company in an amount to be agreed.

In addition, on January 12, 2004, Mr. Meimoun issued a promissory note in favor of the
Company in the amount of $700,000 at an annual interest rate of 6 percent due on March 31,
2004. He pledged 70 percent of the outstanding shares of Next as collateral.

On January 29, 2004, Next issued a promissory note in favor of the Company in the amount of
$350,000 at an annual interest rate of 6 percent due on March 31, 2004 guaranteed by Mr.
Meimoun. Mr. Meimoun increased the collateral for both loan obligations to 100 percent of the

-outstanding shares of Next as collateral.

-12-



NOTE 3.

NOTE 4.

NOTE 5.

PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
' (Continued)

NOTES RECEIVABLE (Continued)

On March 15, 2004, the Company filed suit against Meimoun and Next in the Eleventh Judicial
Circuit in and for Miami-Dade County, Florida, seeking damages for breaches of two loan
agreements and related promissory notes and indemnification . agreements, fraud in the
inducement regarding those same documents, and unjust enrichment. Contemporaneous with
filing its complaint, the Company also sought prejudgment writs of garnishment of certain funds
held by two different banks for Meimoun and Next. The Company sought damages in excess of
$1,000,000, which sum was comprised of (1) a refund of loans made to Meimoun and Next, (2)
accrued interest, and (3) legal fees and costs. The parties settled the matter in April 2004. Under
the terms of the settlement, the Company received $960,000 in cash and approximately $155,000
in services from Next. '

PROPERTY AND EQUIPMENT
Estimated Useful
Lives (Years) 2005 2004

Telecommunication and ' ‘

satellite equipment . 3-5 - $19,570,499 $18,189,312
Software 3 4,028,509 2,790,101
Office equipment and furniture ’ '

and fixtures ' 3-5 $ 1,171,784 _ § 1,142,947
Leasehold improvements ~ Primary term of lease 69.634 55.384

24,840,426 22,177,744

Less accumulated depreciation (17,621,550)  (12.519.106)

218.876 658,638

NON-CASH INVESTING AND FINANCING ACTIVITIES -

For the year ended March 31, 2005, the Company entered into the following non-cash
transactions: ' ‘ '

On November 8, 2004, the Company amended its license agreement dated June 22, 2002 with
QuorTech. Pursuant to the amendment, the Company paid QuorTech $85,000 and the parties
released each other from claims arising from the license agreement, with certain exceptions.
As part of the amendment, the price of certain products was reduced and the term of the
license agreement was extended until June 30, 2008. As a result, the Company recorded a gain
on settlement of vendor liability in the amount of $223,535.

For the year ended March 31, 2004, the Company entered into the following non-cash
transactions: '

On March 31, 2004, Phonel, Inc. entered into an agreement with a stockholder to settle the
outstanding overdraft facility in the amount of $4,546,977. GNB bank released Phonel and its
affiliates from the obligation to pay the outstanding balance of the overdraft facility in
consideration for the sum of $113,602. As a result, the Company recorded a $4,433,375
adjustment to additional paid-in capital to reflect the capital characteristic of this transaction.

13-



PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

' NOTES. NON-CASH INVESTING AND FINANCING ACTIVITIES (Continued)

On March 8, 2004, the Company issued 45,000 shares of common stock in exbhange for
professional services.

On September 30, 2003, Hispanic Telecommunication Holding, S.A., a Luxembourg company

and stockholder, (“HTH”) purchased from GNB Bank (Panama) S.A. (“GNB”) $20 million of . -

face amount convertible promissory notes issued by the Company on November 26, 2002,
December 31, 2002, and February 17, 2003. On the same date, HTH converted the notes, in
accordance with their terms, into 50 million shares of common stock of the Company.

- As of September 30, 2003, the Company entered into an agreement to settle the lawsuit with
Fire Sign, Inc. (see Note 12). Under the settlement agreement, the Company paid Fire Sign
$100,000 and issued to the principal of Fire Sign, 17,857 restricted shares of common stock of
the Company. As a result of this settlement, the Company recorded a $125,000 expense in the
year ended March 31, 2004. .

On June 12, 2003, GNB Bank Panama, S.A. converted 7,000,000 shares of the Company’s
Series A preferred stock into 10,852,714 shares of common stock at the adjusted conversion
price of §.645 per share. On the same day, Premium Quality Fund converted 2,000,000 shares
of Series A preferred stock into 3,100,775 shares of common stock at the adjusted conversion
price of $.645 per share. The converted shares represented all of the Company’s outstanding
preferred stock. '

The Company recorded $45,000 for the estimated fair value of services provided by a board
member. These services were provided without charge.

NOTE 6. ACCRUED LIABILITIES AND OTHER CURRENT LIABILITIES

2005 2004

Accrued contingencies - $ 706,614 § 987,601
~ Accrued professional services . 358,662 275,743
Accrued payroll 262,847 - 224,530
Accrued interest : 27,918 230,510
Other accrued liabilities : - 335,170 602,735

$1.601.211  $2.321,119
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PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

NOTE7. LOANS PAYABLE AND OTHER TRANSACTIONS - GNB BANK (RELATED PARTY)

Between February 2000 and February 2003, the Company entered into a series of financings and
re-financings with GNB Sudameris Bank S.A., (f/k/a GNB Bank (Panama) S.A.) ("GNB"). As of
September 30, 2003, GNB held $20 million in promissory notes (the “Notes”) issued by the
Company, which were convertible, in whole or in part, at the election of GNB, into shares of the
Company’s common stock at the rate of $.40 per share.

On September 30, 2003, Hispanic Telecommunications Holding, S.A., a Luxembourg company,
("HTH") purchased from GNB all the outstanding Notes. On the same date, HTH converted the
Notes, in accordance with their terms, into 50,000,000 shares of the Company’s common stock -
“and subscribed to, and purchased from the Company, 11,061,947 restricted shares of the
Company’s common stock at $1.13 per share or $12,500,000. The funds were used to pay in full
the principal and interest under an overdraft facility issued by GNB bank and the balance was
used as working capital of the Company and for the development and roll out of Phonel services.

On December 26, 2003, the Company signed an Overdraft Facility ("the Overdraft Facility") with
GNB for $3,000,000 at an interest rate of 12% per annum. The Overdraft Facility expired on
December 27, 2004. On March 31, 2004, Phonel, Inc. entered into an agreement with GNB
whereby GNB released Phonel and its affiliates from the obligation to pay the $4,546,977
outstanding balance under the Overdraft Facility in consideration for the payment by Phonel of
the sum of $113,602. As a result, the Company recorded a $4,433,375 adjustment to additional
paid-in capital to reflect the capital characteristic of this transaction.

During the quarter ended June 30, 2004, the Company borrowed $1,279,000 under a new
overdraft facility with GNB. On May 26, 2004, the outstanding balance under this facility was
paid with the proceeds from the sale of shares of the Company's common stock to Winside
Investments (see Notes 8 and 14).

On September 30, 2004, the Company paid $860,850 that it had drawn under another overdraft
facility with the proceeds from a loan obtained from Winside Investments. See Note 8. -

On September 30, 2004, GNB purchased from HTH 38,352,715 shares of the common stock of
the Company which it sold back to HTH on April 8, 2005. Following this transaction, GNB
owned no shares of the Company and HTH remained the Company’s largest shareholder with
99,414,661 shares of common stock, representing approximately 68.7 % of the shares of the
Company.
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NOTE 8.

PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

LOANS FROM WINSIDE INVESTMENTS (RELATED PARTY)

On September 30, 2004, the Company entered into a loan agreement with Winside Investments

. S.A. (“Winside”) in the aggregate principal amount of $5,000,000 plus interest at Citibank N.A.'s

NOTE 9.

NOTE 10.

prime plus 2.25%. The principal amount was agreed to be disbursed to the Company in
installments, as follows: (i) $1,500,000 on September 30, 2004, (if) $1,000,000 on October 15,
2004, (iii) $1,000,000 on November 15, 2004 and (iv) $1,500,000 on December 15, 2004. All the
installments were disbursed by the lender on the scheduled installment date, except for the
November 15, 2004 installment which was disbursed to the Company on December 15, 2004
(together with the last installment under the loan agreement). The note is payable with extension
on September 30, 2005. Principal and interest under the note are convertible into common stock
(or any other senior securities) of the Company, at the conversion price of $0.80 per share.
Winside currently holds 9.3% of the shares of common stock of the Company and if it elects to
convert the entire loan amount of $5,000,000, it would hold 12.8% of the shares of common stock
of the Company based on the number of shares of common stock of the Company outstanding as
of March 31, 2005 after giving effect to such conversion.

LOAN FROM FINANCIAL INSTITUTION

On October 9, 2002, the Company was granted a line of credit of up to $1,500,000 from Eagle
National Bank of Miami, N.A. (“Eagle”). The outstanding amount under the line of credit was
paid on September 26, 2003 and the line of credit was cancelled on that date.

A director of the Company is also a director of the financial institution.

INCOME TAXES

The Company has no current income tax expense because of a tax net operating loss for the years
ended March 31, 2004 and 2003. The Company has not recorded a deferred tax berefit because of
a valuation allowance, which completely provides for the deferred tax assets. The valuation
allowance is recorded to reduce the total deferred tax assets to an amount that will more likely
than not be realized.

The following table summarizes the differences between the Company's effective tax rate and the
statutory federal rate as follows:

2005 2004
Standard federal rate : © (35.00% (34.0)%
Increase (decrease) in tax resulting from: _
" Nondeductible items - - 15.0% 12.4%
State taxes, net of federal tax benefit (4.0)% (6.0)%
Valuation allowance 24.0% . 27.6%

Effective tax rate - -
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PHONE1GLOBALWIDE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued) '

INCOME TAXES (Continued)

Deferred tax assets are comprised of the following at March 31:

2005 2004
Deferred tax assets (liabilities):
Write-down of investments $ 136,150 $ 140,000
Reserve on deposits 19,450 20,000
Stock compensation 112,952 94,726
Allowance for doubtful accounts 50,827 117,520
Other accruals and reserves 263,865 243,982
Depreciation (513,353) (465,809)
Net operating loss carry forwards 24,900,816 22,731,848
Total deferred tax assets 24,970,707 22,882,267
Less valuation allowance (24.970,707)  (22.882.267)
Net deferred tax asset ) - '3 -

Because of the Company’s lack of earnings history, the net deferred tax assets have been fully
offset by a 100% valuation allowance. The valuation allowance for net deferred tax assets was
approximately $25 million and $23 million as of March 31, 2005 and 2004, respectively. The net
change in the total valuation allowance was approximately $2.0 million and $7.0 million for the
years ended March 31, 2005 and 2004, respectively. :

At March 31, 2005, the Company had net operating loss carry forwards for federal tax purposes
of approximately $64,012,000 that expire in varying amounts through 2022. Under Section 382
of the Internal Revenue Code of 1986, as amended (the “Code™), the utilization of net operating
loss carryforwards may be limited under the change in stock ownership rules of the Code.

LEASE COMMITMENTS

Future minimum payments, by year and in the aggregate, under an operating lease for office
space and an equipment lease with remaining terms in excess of one year as of March 31, 2005,
are as follows:

Year ending March 31: ' "
2006 ' $350,794
2007 - 280,242
2008 : - 289,386
2009 : 298,911
2010 233,306
Total minimum lease payments : ' - $1.452.639

Rent expense was $700,926 and $749,894 for the years ended March 31, 2005 and 2004,
respectively.

-17-
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NOTE 12. SETLLEMENT OF SERVICE AGREEMENTS AND CLAIMS

On June 28, 2001, Phone! entered into a billing software license agreement with a vendor. Under
the agreement, the vendor granted Phonel a non-exclusive, non-transferable license to use its
software. The licensing and maintenance fees under the license agreement were to be paid at a
rate of $21,000 per month for a period of 36 months. The fees to be paid by Phonel under the
license agreement were also subject to escalation if Phonel reached certain revenue milestones
(which milestones were not met prior to the termination of the agreement). Phonel is not
currently using the billing software due to certain disputes. The vendor filed a claim on April 1,
2002 against Phonel for approximately $700,000 for a breach of a software license agreement.
Phonel filed a counterclaim against the vendor seeking damages for the breach of software
license agreement, breach of express warranty, breach of an implied warranty of fitness for a
particular purpose, money had and received, and unjust enrichment. Phonel was seeking damages
in excess of $1,000,000. The vendor amended its complaint to add Globaltron Communications
Corporation as a defendant, and to add additional claims against Phonel. Phonel and GCC
answered the amended complaint, denied the allegations and asserted affirmative defenses.
Phonel and GCC amended their counterclaims to add claims (a) to reform the license agreement
to conform to the parties' understanding regarding GCC's use of the software and (b) for
declaratory judgment regarding the same issue. The vendor answered the amended complaint,
denied the allegations and asserted affirmative defenses. Effective August 5, 2003, the Company
entered into an agreement to settle the lawsuit with the vendor. Under the settlement agreement,
the Company agreed to pay the vendor $365,000, of which, $250,000 was paid on August 19,
2003, $57,500 was paid on October 27, 2003 and the balance of $57,500 was paid on February 3,
2004, together with interest at the rate of 10% per annum commencing on August 5, 2003. As a
result of this settlement, the Company recorded a $143,000 expense in the year ended March 31,
2004,

Spitfire Merchants, Ltd. v. Globaltron Corporation f/k/a Win-Gate Equity Group, Inc. n/k/a -
Phonel Globalwide Inc. was filed on June 5, 2001 in the Eleventh Judicial Circuit Court in and
for Miami-Dade County, Florida. The lawsuit seeks damages for alleged breach of contract in
connection with the purchase of shares in the Company. Spitfire alleges that it was not given the
correct amount of shares and that some of the shares it received were restricted, allegedly in
violation of Spitfire's subscription agreement with the Company. Spitfire has sought damages in

~ excess of $1,000,000, which is disputed by the Company. In its answer, the Company asserted the
affirmative defenses of failure to mitigate damages and failure of consideration. The case was
settled, resulting in a voluntary dismissal filed on March 25, 2004. Under the settlement
agreement, the Company agreed to pay Spitfire $60,000. As a result of the settlement, the
Company recorded a $60,000 expense in the year ended March 31, 2004.

Eric Frizza filed suit against Phonel, Inc., Dario Echeverry, et al. on March 14, 2002, in the
Eleventh Judicial Circuit in and for Miami-Dade County, Florida seeking declaratory relief and
damages for breach of contract in connection with his alleged 1.5% equity interest in Phonel.
Both Phonel and Echeverry filed answers denying that Frizza was entitled to any relief, other
than payment he had already received for various services he performed for Phonel. Initial
requests for production propounded to Echeverry have been answered. Thereafter, an order was
entered requiring Frizza to show why the case should not be dismissed for failure to prosecute the
claims. On May 16, 2003, this action was dismissed.

-18-
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NOTE 12. SETLLEMENT OF SERVICE AGREEMENTS AND CLAIMS (Continued)

In July 2002, Fire Sign, Inc. sought an injunction in the Southern District of Florida against
Phonel, Inc., asserting claims of copyright infringement as to certain designs Fire Sign alleged
that it created for Phonel. Phonel moved to stay the case pending arbitration of Fire Sign's
claims, basing its argument for arbitration on the language contained in the agreements between
the parties. The court granted Phonel's motion to stay and Fire Sign filed a demand for arbitration
with the American Arbitration Association. Phonel answered the demand to arbitrate, denied the
allegations and asserted affirmative defenses. Fire Sign quantified its damages at $805,995,
exclusive of attorneys' fees and costs. As of September 30, 2003, the Company entered into an
agreement to settle the Jawsuit with Fire Sign. Under the settlement agreement, the Company
agreed to pay Fire Sign $100,000 and issue to the principal of Fire Sign 17,857 restricted shares
of common stock of the Company. As a result of this settlement, the Company recorded a
$125,000 expense in year ended March 31, 2004. :

On December 9, 2003, the Company settled with the law offices of Richard L Ruben, Esq.
(‘Ruben™), for legal services provided to the Company in an agreement dated July 20, 2000. The
Company and Ruben agreed to resolve any claims arising directly or indirectly in consideration
for $15,000. The amount was paid as of March 31, 2004 and was included in general and
administrative expenses in the consolidated financial statements of the year ended March 31,
2004. In addition, the Company issued 45,000 shares of the Company’s common stock for legal
services to defend the Company against a lawsuit filed by Spitfire Merchants, Ltd. The lawsuit
was settled on March 8, 2004 and the shares were issued at the market price on that date and the
expense was included in general and administrative expenses for the year ended March 31, 2004.

PhonelGlobalwide, Inc. v. Chalom Arik Meimoun and Next Telecommunication, Inc. a/k/a Next
Communication, Inc.: On March 15, 2004, the Company filed suit against Meimoun and Next in
the Eleventh Judicial Circuit in and for Miami-Dade County, Florida, seeking damages for
breaches of two loan agreements and related promissory notes and indemnification agreements,
fraud in the inducement regarding those same documents, and unjust enrichment.
Contemporaneous with filing its complaint, the Company also sought prejudgment writs of
garnishment of certain funds held by two different banks for Meimoun and Next. The Company
sought damages in excess of $1,000,000, which sum was comprised of (1) a refund of loans made
to Meimoun and Next; (2) accrued interest, and (3) legal fees and costs. Before Meimoun and
Next answered the Company’s complaint, the parties amicably settled the matter on or about
April 21, 2004 for the receipt of $960,000 and approximately $155,000 for services received by
the Company from Next. See Note 3

On November 21, 2000, the Company terminated certain agreements with a telecommunication
company. As consideration for the termination, the Company paid $50,000 in cash and
transferred 400,000 shares of its common stock to the telecommunications company. The
Company agreed to issue an additional 50,000 shares of its common stock if the price of the
Company's common stock did not have an average closing price of $7.00 per share or more for 20
consecutive trading days through November 20, 2001. The cost for settlement of service
agreement amounted to $1,350,000. The shares were valued at their fair market value on of the
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(Continued)

SETLLEMENT OF SERVICE AGREEMENTS AND CLAIMS (Continued)

date of the agreement. The Company did not issue the 50,000 shares of its common stock due to
a dispute between the parties. During the fiscal year 2004, the Company reached a settlement
with the vendor. Under the agreement, the restriction was removed on 400,000 shares issued to

~ the vendor under the settlement agreement dated November 21, 2000. As consideration, the

NOTE 13

vendor transferred certain used equipment to the Company and released the Company from any
obligations.

On April 15, 2002, Phonel entered into an agreement with APC Development Corp. & H.
Weaver Jordan ("third parties") for consulting and engineering services. Under the agreement, the
third parties were responsible for providing engineering services for network interface testing and
system evaluations, prototype design and testing services for products and for the design and
translation between LECs and IXCs systems that operate Coin Operated System and Regulated
Payphones Systems. The third parties filed a claim against Phonel on March 18, 2004, claiming
that Phonel breached the payment terms on the consulting and engineering services agreement,
which in effect is a claim for non-payment of invoices. Additionally, they claimed that because of
the lack of payments and monies owed by Phonel, they were no longer required to comply with
the terms and conditions of the contract; including the terms of the agreement relating to the
technology developed under the consulting and engineering services agreement. On April 19,
2004, Phonel filed an affirmative defense and a counter-claim against the third parties. Phonel's
counter-claim alleges that the third parties breached the consulting and engineering services
agreement by not providing services that were paid for by Phonel. Additionally, Phonel alleges
that the third parties failed to deliver to Phonel any schematics, drawings or equipment that was
developed and/or prototype equipment that was developed as outlined: in the consulting
agreement. On February 7, 2005, the Company settled the lawsuit with APC Development Corp.
& H. Weaver Jordan, and, as a result, the Company recorded an expense of $30,000 in the year
ended March 31, 2005. :

COMMITMENTS AND CONTINGENCIES
Service Agreement

On April 4, 2002, the Company terminated a telecommunications service agreement with a
vendor, pursuant to which the vendor agreed to release the Company of all claims for the
outstanding balance owed to the vendor and the execution of a new co-location agreement
with the vendor. The Company did not incur any penalties as a result of the early termination.
The Company entered into a new agreement with the vendor for equipment racks to house the
Company's equipment. Under the new agreement, the Company is required to pay for services
totaling $768,000 at a rate of $19,200 per month, through August 9, 2005.
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NOTE 13. COMMITMENTS AND CONTIN GENCIES (Continued)
Employment Agreements

During the year ended March 31, 2003, the Company executed employment agreements with
Dario Echeverry as Chief Executive Officer, Syed Naqvi as Chief Financial Officer and
Dilowe Barker as Chief Operating Officer. The expiration dates of the agreements are May 31,
2005 as to Mr. Echeverry, March 31, 2005 as to Mr. Nagqvi and December 31, 2005 as to Mr.
Barker. The agreement with Mr. Echeverry provides for an annual base salary of $250,000,
while the agreements with Messrs, Naqvi and Barker provide for annual base salaries of
$220,000 each. The employment agreements also provide that in the event of the Company's
material breach or termination of the executive's employment during the term of the
agreement, without cause, in the event of a change of control (as defined in the agreements) or
by the executive, with good cause (as defined in the agreements), the executive shall be
entitled to receive as severance pay a lump sum of up to two years of salary. The executives
are entitled to bonuses, to the extent determined by the Board of Directors, and to participate
in the Company's stock option and other compensatory and benefit plans established for the
benefit of employees. The executives have also assigned to the Company all of their rights to
inventions created by them during the course of their employment, and the agreements contain
one-year restrictive covenants following termination of the agreement, restricting them from
competing against the Company or soliciting our employees. '

On February 9, 2005, Syed Naqvi (“Naqvi”) and the Company executed an amendment to the
employment agreement by and between Naqvi and the Company dated as of November 21,

. 2002 and amended on January 1, 2003 and further amended on December 29, 2004 (the “CFO
Employment Agreement”). Naqvi is the Chief Financial Officer of the Company. The CFO
Employment Agreement had a term ending on April 1, 2005 (subject to automatic renewals
for successive one-year terms, unless either the Company or CFO notifies the other in writing
at least thirty (30) days prior to the end of the then current term that it or he does not intend to
renew the employment term). The amendment, executed by CFO and the Company on
February 9, 2005, changed the date of termination from April 1, 2005 to April 1, 2007 and set
the base salary of the CFO at $255,000 per annum. '

On February 14, 2005, Dario Echeverry (“Echeverry”) and the Company executed an
amendment to the employment agreement by and between Echeverry and the Company dated
as of December 4, 2002, as amended on January 1, 2003 and further amended on December
29, 2004 (the “CEO Employment Agreement”). Echeverry is the Chairman of the Board of
Directors and the Chief Executive Officer of the Company. The CEO Employment Agreement
had a term ending on June 1, 2005 (subject to automatic renewals for successive one-year
terms, unless either the Company or Executive notifies the other in writing at least ninety (90)
days prior to the end of the then current term that it or he does not intend to renew the
employment term). The amendment, executed by Echeverry and the Company on February 14,
2005, changed the date of termination from June 1, 2005 to April 1, 2007, reduced the notice
requirement for renewal of the CEO Employment Agreement from ninety to thirty days and
set the base salary of the CEO at $255,000 per annum.
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NOTE 13. COMMITMENTS AND CONTINGEN CIES (Continued)
Employment Agreem_ents (Continued)

On April 30, 2004, the Company entered into an employment agreement with Louis Giordano,
one-of the Company's directors, for an annual base salary of $240,000. The expiration date of
the agreement is April 30, 2005. The employment agreement also provides that in the event of
the Company's material breach or termination of the executive's employment during the term
of the agreement, without cause, in the event of a change of control (as defined in the
agreements) or by the executive, with good cause (as defined in the agreements), the executive
shall be entitled to receive as severance pay a lump sum of up. to two years’ salary. The
executive is entitled to a bonus, to the extent determined by the Board of Directors, and to
participate in the Company's stock option and other compensatory and benefit plans
established for the benefit of employees. The executive has also assigned to the Company all
rights to inventions created by him during the course-of his employment, and the agreements
contain one year restrictive covenants following termination of the agreement, restricting him
from competing against the Company or soliciting our employees. See Note 16 regarding
certain subsequent events. '

Leases

On September 8, 2004, GCC, and the successor to NWT Partners, Ltd. (former landlord of the
premises leased by the Company at 100 North Biscayne Blvd., Miami, FL), Brookwood
Biscayne Tower Investors, LLC entered into a settlement of the then existing breach of lease
and constructive eviction claims filed in Miami-Dade County Circuit Court (Case NO. 03-
9655 CA 09). Under the terms of the settlement, (i) all of the parties released each other from
any and all claims which any of them had against the other which had accrued to the date of
the settlement; (ii) GCC's obligations for rent for the period from December 16, 2003 forward
were reduced by approximately 20%; and (iii) the existing lease of the 25th floor at 100 North
Biscayne Blvd, Miami was amended to provide that the Company would move to the 12
floor in the same building once the landlord builds, at its expense, new space (approximately
8,100 square feet) on such floor. The move would result in savings in future lease costs for the
Company of approximately 32% as compared to current lease costs over the next five years
(see Note 11). :

Litigation

Captivad Media Corp. v. Motion Display Systems, Inc. and Phonel, Inc. was filed in the
Fifteenth Judicial Circuit in and for Palm Beach County, Florida. In that complaint, Captivad
sought damages for breach of contract regarding advertising done in the Sawgrass Mills Mall.
There was an indemnification agreement between Motion Display Systems and Phonel,
whereby Motion Display Systems agreed to defend Phonel in this action and indemnify
Phonel against any judgments for Captivad or any other settlements. Motion Display Systems
has affirmed its obligations under that agreement, agreeing to defend and indemnify Phonel.

The Company is involved in various lawsuits, either as plaintiff or defendant, and is the
subject of various claims, in the ordinary course of business. In the opinion of management,
the outcome of these lawsuits and claims will not have a material impact on the Company’s
consolidated financial statements. The Company expenses legal costs relating to these lawsuits
as the costs are incurred. ' ' '
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NOTE 14. EQUITY TRANSACTIONS
Preferred Stock

A total of 10,000,000 shares of the Company's Preferred Stock have been designated as
"Series A 8% Convertible Preferred Stock" (the "Series A Preferred"). The Series A Preferred
is entitled to receive dividends at the rate of 8% per annum only if declared by the Board of
Directors. Upon any liquidation or dissolution of the Company (including certain deemed
liquidations) the holders of the Series A Preferred are entitled to receive an amount equal to
the amount paid for such stock plus any accrued but unpaid dividends before any amounts are
distributed to the holders of any junior stock (including the Company's common stock).
Holders of the Series A Preferred are entitled to one vote per share and, except in certain
limited circumstances, vote together with the holders of the Company's common stock.
Certain actions may not be undertaken without the separate vote of the holders of at least 70%
of the then outstanding Series A Preferred, including without limitation (i) the issuance of any
security senior or on parity to the Series A Preferred, (ii) any merger or consolidation of he
Company or any sale of all or substantially all of its assets , (iii) the Company entering into
material joint venture or similar arrangement, other than in the ordinary course of business,
and (iv) making any changes to the Company's stock option plan and any grants thereunder.
Shares of the Series A Preferred are convertible into shares on common stock initially on a
one for one basis. The conversion rate is subject to adjustment upon the occurrence of certain
dilutive stock issuances and in the event of stock splits, reclassifications and the like. As of
March 31, 2005 and March 31, 2004, the Company had no shares of preferred stock issued
and outstanding. ' :

Conversion of Preferred Stock

The initial conversion price of the shares of Series A Preferred Stock was $1.00 per share. The
conversion price of the $20 Million Loan, the $5 Million Loan and the Additional $5 Million
Loan triggered certain anti-dilution provisions applicable to the Company's 9,000,000 issued
and outstanding shares of Series A Preferred Stock. The Company's Series A Preferred Stock
include weighted average anti-dilution provisions which result in a lowerin g of the conversion
price of the shares of such Preferred Stock into the Company's common stock anytime shares
of common stock are issued (or options or other securities exercisable or convertible into
common stock) for a price per share less than that paid for the Series A Preferred Stock. After
application of these anti-dilution provisions, the 9,000,000 shares were convertible at
approximately $.645 per share.

On June 12, 2003, GNB Bank converted all of the 7.0 million shares of Series A Preferred
Stock owned by it into 10,852,714 shares of common stock at the adjusted conversion price of
$.645 per share. On the same day, Premium Quality Fund converted all of the 2.0 million
shares of Series A Preferred Stock owned by it into 3,100,775 shares of common stock at the
adjusted conversion price of §.645 per share. ‘
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NOTE 14. EQUITY TRANSACTIONS (Continued)

Conversion of Loans Payable to Common Stock

On September 30, 2003, Hispanic Telecommunications Holding, S.A., a Luxembourg
company, ("HTH") purchased from GNB Bank (Panama) S.A. ("GNB") $20 million of face
amount convertible promissory notes issued by the Company on September 30, 2002,
November 26, 2002 and February 17, 2003. On the same date, HTH converted the notes, in
accordance with their terms, into 50,000,000 million shares of common stock of the Company.

Issuance of Common Stock

On May 25 2004, Winside Investments S.A. subscribed to, and purchased from the Company
3,571,428 restricted shares of the Company's common stock for $1.40 per share or
$5,000,000. .

Stock Options

The Company has adopted a stock option plan (the Plan) for employees, consultants and
directors of the Company. Stock options granted pursuant to the Plan shall be authorized by
the Board of Directors. The aggregate number of shares which may be issued under the Plan,
shall not exceed 4,000,000 shares of common stock. Stock options are granted at prices not
+ less than 100% of the fair market value on the date of the grant. All options granted, for the
periods presented, have been at fair market value except for one employee. Option terms,
vesting, and exercise periods vary, except that the term of an option may not exceed ten years.

The Company granted 1,310,000 options during fiscal year 2004 to three directors, four
executives and two employees. The exercise price of the options was the closing price as of
May 30, 2003. The options are fully vested.

Information with respect to stock option activity is as follows:

- 2005 2004
Weighted Weighted
Average Average
) , Exercise Exercise
2005 Price 2004 Price
Outstanding at beginning of year 2,909,000 $1.49 1,674,000 - $1.74
Granted - - 1,310,000 1.23
Exercised - - - -
Forfeited - - - __(75.000) _2.68
Outstanding at end of year 2.909.000 $1.49 2.,909.000 $1.49
Options exercisable at end year 2,909.000
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NOTE 14. EQUITY TRANSACTIONS (Continued)

Stock Options (Continued)
The following information applies to options outstanding at March 31, 2005.

Options Outstanding Options Exercisable

Number Weighted Number
Outstanding Average Weighted Exercisable = Weighted
Range of at Remaining Average at Average
Exercise .  March 31, Contractual Exercise " March 31, Exercise
Prices 2005 Life (Years) Prices 2005 Prices
$0.95-%2.25 2,700,000 717 $1.36 2,700,000 $1.36
$2.50- $3.13 209,000 . 5.87 . $3.10 209,000 $3.10

NOTE 15. RELATED PARTY TRANSACTIONS

Since June 2001, the Company has purchased branded handsets and certain equipment from TU,
LLC, a privately-held company based in Ohio. In June 2001, an employee of TU began providing
consulting services to Phonel. Thereafter, the consultant became a full-time employee of Phonel
and now serves as an executive officer of Phonel. The spouse of the executive officer is a vice-
president of TU and owns less than 5% of the outstanding equity in TU. For the years ended
March 31, 2005 and 2004, the Company paid $57,400 and $1,256,700, respectively, for product
purchased from TU. ' '

On July 15, 2002, the Company entered into an agreement with EMIDA Technologies, Inc. for
$775,000. Under the agreement, EMIDA will provide services to coordinate the integration of the
new CDR export application software, data warehouse system telecommunication mapping
software and EMIDA’s Telco Operating Support Portal to the Company. A former director of the
Company (see Note 16) is a former director and executive vice president of EMIDA. For the
years ended March 31, 2005 and 2004, the Company paid EMIDA $70,000 and $393,800,
respectively, under the agreement. ‘

For the year ended March 31, 2005 and 2004, the Company paid LF Marketing approximately
$52,600 and $263,000, respectively, for services rendered in connection with the Company’s
street marketing campaign. As independent contractors, LF Marketing was responsible for the
payment of costs and expenses associated with their services. LF Marketing is owned by the
brother and sister-in-law of a non-executive officer of the Company.
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NOTE 16.

During the years ended March 31, 2005 and 2004, the Company paid Consad Corp. $78,500 and
$108,000, respectively, for products and services. The Company's Chief Executive Officer is a
former director of Consad Corp. Consad Corp. is a minority owner of MTG. See Note 1.

Other related party transactions are disclosed in Notes 5,7,8,9,14 and 16. -

SUBSEQUENT EVENTS

Employment Agreements

On April 12, 2005, the Company entered into a separation letter with Louis Giordano, who
had served as President of the Company and was to continue serving as Director of the
Company until May .31, 2005. Under the terms of the separation letter, Giordano's
employment with the Company was terminated effective March 31, 2005 (the "Separation
Date") and all further compensation, remuneration, bonuses and options terminated on the

- Separation Date. The Company paid the sum of $120,000 to Giordano on April 12,2005. As a

result, the Company recorded an expense of $120,000 in the year ended March 3 1, 2005.

On May 2, 2005, the Company received notice and thereby subsequently accepted the

.resignation of Louis Giordano as a Director.

On May 12, 2005, the Company entered into an employment agreement with Oliverio Lew, as
general counsel of the Company, for an annual base salary of $255,000. The expiration date
of the agreement is June 1, 2007. In addition, Oliverio Lew was later appointed as a director
of the Company.

De-Registration of Conumon Stock

On May 25, 2005, the Company filed Form 15 with the Securities and Exchange Commission
to terminate the registration of the Company’s common stock and suspend its reporting

‘obligations under the Securities Exchange Act of 1934, The Company is eligible to deregister

because it has fewer than 300 shareholders on record.

Financing

On July 7, 2005, the Company established a Letter of Credit with Bank United in the amount
of $150,000 and Sprint Communications Company, L.P. as the beneficiary. The Letter of
Credit is secured by a Certificate of Deposit in the same amount. The Letter of Credit expires
on July 7, 2006.

On July 11, 2005, the Company obtained a Credit Facility with GNB of up to an aggregate

~ amount of $2,000,000 at an interest rate of Citibank prime rate plus 2%. The Credit Facility

expires on December 31, 2005. As of July 11, 2005, the Company had drawn down $300,000
under the Credit Facility. ,
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Phonel, Inc. South Carolina Tariff No. 1
100 No. Biscayne Boulevard, 25th Floor Original Page 1

Miami, Florida 33132
Issued by: Geren Anderson, Vice President of Business Development

Issued: August 21, 2006 Effective:

TITLE PAGE

INTEREXCHANGE TELECOMMUNICATIONS TARIFF

OF

PHONE 1, INC.

This tariff contains the descriptions, regulations, and rates applicable to the resale of
telecommunication services provided by Phonel, Inc. with offices at 100 N. Biscayne Boulevard, 25"
Floor, Miami, Florida 33132.

This tariff applies for services furnished within the State of South Carolina. This tariff is on file with

the South Carolina Public Service Commission, and copies may be inspected, during normal business
hours, at the Company's principal place of business.
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CHECK SHEET

Pages of this tariff, as indicated below, are effective as of the date shown at the bottom of the respective
pages. Original and revised pages, as named below, comprise all changes from the original tariff and are
currently in effect as of the date on the bottom of this page.

PAGE REVISION PAGE REVISION

1 Original * 26 Original *
2 Original * 27 Original *
3 Original * 28 Original *
4 Original * 29 Original *
5 Original * 30 Original *
6 Original * 31 Original *
7 Original * 32 Original *
8 Original * 33 Original *
9 Original * 34 Original *
10 Original * 35 Original *
11 Original * 36 Original *
12 Original * 37 Original *
13 Original * 38 Original *
14 Original * 39 Original *
15 Original * 40 Original *
16 Original * 41 Original *
17 Original * 42 Original *
18 Original * 43 Original *
19 Original * 44 Original *
20 Original * 45 Original *
21 Original * 46 Original *
22 Original * 47 Original *
23 Original * 48 Original *
24 Original * 49 Original *
25 Original *

* - indicates those pages included with this filing
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SYMBOLS

Changes to this tariff shall be identified on the revised page(s) through the use of symbols. The following are
the only symbols used for the purposes indicated below:

o) - To signify a discontinued rate or regulation.

)] - - Tossignify an increase in rate or charge.

™) - To signify material relocated from one page to another without change.
™) - To signify a new rate or regulation.

®) - To signify a reduced rate or charge.

T - To signify a change or regulation but no change in rate or charge.
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TARIFF FORMAT

A. Page Numbering - Page numbers appear in the upper right corner of the page. Pages are numbered
sequentially, however, new pages are occasionally added to the tariff. When a new page is added
between pages already in effect, a decimal is added. For example, a new page added between pages
14 and 15 would be 14.1.

B. Page Revision Numbers - Revision numbers also appear in the upper right corner of each page.
These numbers are used to determine the most current page version on file with the South Carolina
PSC. For example, the 4™ Revised Sheet 14 cancels the 3™ Revised Sheet 14.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each level of coding
is subservient to its next higher level:

2.
2.1.

2.1.1.

2.1.1.A.

2.1.1A.L
2.1.1.A.1.(a).
2.1.1.A.1.(2).L
2.1.1.A.1.(2).LGD).
2.1.1.A.1.(2).L(0).(1).

D. Check Sheets - When a tariff filing is made with the South Carolina PSC, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheet contained in the tariff, with a cross-
reference to the current revision number. When new pages are added, the check sheet is changed to
reflect the revision. All revisions made in a given filing are designated by an asterisk (*). There will
be no other symbols used on this page if these are the only changes made to it (i.e., the format, etc.
remains the same, just revised revision levels on some pages).
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SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS

Access Line - An arrangement which connects the Customer's telephone to a Company designated switching
center or point-of-presence.

Account - The Customer who has agreed, orally or in writing, to honor the terms of service established by the
Company. An Account may have more than one service or telephone number and/or telephone numbers
billed to the same Customer address. An Account may include multiple locations for the same Customer.

Account Code - A numerical code, assigned to the Customer, to enable the Company to identify use of a
service offering by the Customer and to bill the use of that service offering by the Customer. Multiple
Account Codes may be assigned to the Customer to identify individual users or groups of users.

Aggregator - A person, firm, corporation, or other legal entity which contracts with the Company for
installation of the Company's services. Aggregators make available the Company's services for use by guests,
patrons, visitors or other transient third parties at the Aggregator's location. The Aggregator is also
responsible for compliance with the terms and conditions of this tariff.

Authorization Code - A pre-defined series of numbers to be dialed by the Customer or End User upon access
to the Company's system to notify the caller and validate the caller's authorization to use the services
provided. The Customer is responsible for charges incurred through the use of his or her assigned
Authorization Code

Authorized User - A person, firm or corporation, or any other entity authorized by the Customer or
Subscriber to communicate utilizing the Company's services.

Available Usage Balance - The amount of usage remaining on a Prepaid Account at any particular point in
time. Each Prepaid Account has an Initial Account Balance that is stated either in U.S. dollars or Call Units,

depending upon the type of service. The Available Balance is depleted as the Customer utilizes services
provided by the Company.

Calling Card - A billing arrangement whereby the originating caller may bill the charges for a call to an
approved LEC-issued calling card. The terms and conditions of the local exchange carrier apply to payment
arrangements.

Commission - Refers to the South Carolina Public Service Commission.

Company or Carrier - Refers to Phonel, Inc., unless otherwise clearly indicated by the context.
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SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT’D.)

Customer - A person, firm, partnership, corporation or other entity which arranges for the Carrier to provide,
discontinue or rearrange telecommunications services on behalf of itself or others; uses the Carrier's
telecommunications services; and is responsible for payment of charges, all under the provisions and terms of
this tariff.

Customer Premises Equipment - Terminal equipment, as defined herein, which is located on the Customer's
premises.

Depletion - Real time reductions in the Available Usage Balance, based on usage of the customer Prepaid
Account.

End User - Any person, firm, partnership, corporation or other entity that uses the service of the Company
under the terms and(conditions of this tariff. The End User is responsible for payment unless the charges for
the service utilized are paid by the Customer.

Equal Access - Where the local exchange Company central office provides interconnection to interexchange
carriers with Feature Group D circuits. In such end offices, Customers can pre-subscribe their telephone
line(s) to their preferred interexchange carrier.

Initial Period - The initial period is the length of a call for minimum billing purposes. The initial periods
vary by rate schedule and are specified in each individual rate table contained in other sections of this tariff.

Initial Usage Balance - The amount of usage on a Prepaid Account upon issuance and before any depleting
call activity.

LATA - Local Area of Transport and Access.
LEC - Local Exchange Company.
Marks - A collective term to mean such items as trademarks, service marks, trade names and logos;

copyrighted words, artwork, designs, pictures or images; or any other device or merchandise to which legal
rights or ownership are held or reserved by an entity.
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SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT’D.)

Operator Assisted Call - An intrastate telephone connection completed through the use of the Company's
operator.

Operator Services - Any telecommunication service that includes, as a component, any automatic or live
assistance to a Customer or its Authorized User to arrange for billing or completion, or both, of an intrastate
interLATA telephone call through a method other than:

1)) automatic completion with billing to the telephone form which the call originated; or
(ii) completion through an access code used by an Authorized User, with billing to an account _
previously established with the carrier by the Authorized User.

Pay Telephone - Telephone instruments provided by the Company, Customer, Confinement Institution or
other third party for use by the transient general public. Pay Telephones permit the user to place calls to other
parties and bill such calls on a non sent-paid or sent paid-basis. To facilitate sent-paid calling, Pay
Telephones can be equipped with a credit card reader, coin box, or similar device that allows charges to be
collected for each call at the instrument.

Personal Identification Number (PIN) - See Authorization Code.
Phonel - Refers to Phonel, Inc., unless otherwise clearly indicated by the context.
Premises - The physical space designated by the Customer for the termination of the Company's service.

Prepaid Account - An account that consists of a pre-paid usage balance depleted on a real-time basis during
each Prepaid Service call.

Prepaid Card - A card issued by the Company that provides the Customer with a Personal Identification
Number and instructions for accessing the Carrier's network.

Prepaid Service Call - A service accessed via a "1-800" or other access code dialing sequence whereby the

Customer or Authorized User dials all of the digits necessary to route a call. Network usage for each call is
deducted from the available usage balance on a Company issued Prepaid Account.
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SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT’D.)

Renewal - A method of replenishing a Prepaid Account's Available Usage Balance with additional minutes of
usage as authorized and paid for by the Customer.

Sponsor - A corporation or other legal entity that exclusively permits the use of its Marks to the Company for
.use with telephone cards (prepaid or otherwise) or other merchandise, and contracts with the Company for the
marketing of the services described herein,

Switched Access Origination/Termination - Where access between the Customer and the interexchange
carrier is provided on local exchange company Feature Group circuits and the connection to the Customer is a
LEC-provided business or residential access line. The cost of switched Feature Group access is billed to the
interexchange carrier.

Terminal Equipment - Devices, apparatus, and associated wiring, such as teleprinters, telephones, or data
sets.

V & H Coordinates - Geographic points which define the originating and terminating points of a call in

mathematical terms so that the airline mileage of the call may be determined. Call mileage is used for the
purposed of rating calls.
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SECTION 2 - RULES AND REGULATIONS

2.1 Undertaking of the Company

The Company's services and facilities are furnished for communications originating at specified
points within the State of South Carolina under terms of this tariff.

The Company installs, operates, and maintains the communications services provided herein under in
accordance with the terms and conditions set forth under this rate sheet. The Company may act as the
Customer's agent for ordering access connection facilities provided by other entities, when authorized
by the Customer, to allow connection of a Customer's location to the Company network. The
Customer shall be responsible for all charges due for such service arrangement.

The Company's services and facilities are provided on a monthly basis unless otherwise provided,
and are available twenty-four (24) hours per day, seven (7) days per week.
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2.2 Use

221

2.2.2

2.2.3

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Services provided under this tariff may be used by the Customer for any lawful
telecommunications purpose for which the service is technically suited.

The services the Company offers shall not be used for any unlawful purpose or for any use as
to which the Customer has not obtained all required governmental approvals, authorizations,
licenses, consents and permits.

A Customer may transmit or receive information or signals via the facilities of the Company.
The Company's services are designed primarily for the transmission of voice-grade
telephonic signals, except as otherwise stated in this tariff. A user may transmit any form of
signal that is compatible with the Company's equipment, but the Company does not
guarantee that its services will be suitable for purposes other than voice-grade telephonic
communication except as specifically stated in this tariff.
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2.3

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Limitations

2.3.1

2.3.2

2.3.3

2.3.4

2.3.5

Service is offered subject to the availability of the necessary facilities and equipment, or both
facilities and equipment, and subject to the provisions of this tariff.

The Company reserves the right to discontinue or limit service when necessitated by
conditions beyond its control, or when the Customer is using service in violation of
provisions of this tariff, or in violation of the law.

The Company does not undertake to transmit messages, but offers the use of its facilities
when available, and will not be liable for errors in transmission or for failure to establish

connections.

All facilities provided under this tariff are directly or indirectly controlled by the Company
and the Customer may not transfer or assign the use of service or facilities without the
express written consent of the Company. Such transfer or assignment shall only apply where
there is no interruption of the use or location of the service or facilities.

Prior written permission from the Company is required before any assignment or transfer.

All regulations and conditions contained in this tariff shall apply to all such permitted
assignees or transferees, as well as all conditions of service.
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2.4

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Liabilities of the Company

2.4.1

2.4.2

The liability of the Company, if any, for damages resulting in whole or in part from or
arising in connection with the furnishing of service under this tariff, including but not limited
to mistakes omissions, interruptions, delays, errors, or other defects in transmission, or
failures or defects in facilities furnished by the company in the course of furnishing service
or arising out of any failure to furnish service shall in no event exceed an amount of money
equivalent to the proportionate charge to the Customer for the period of service during which
such mistakes, omissions, interruptions, delays or errors or defects in transmission occur and
continue. However any such mistakes, omissions, interruptions, delays, errors or defects in
transmission or service that are caused by or contributed to by the negligence or willful act of
Customer, or which arise from the use of Customer-Provided Facilities or equipment shall
not result in the imposition of any liability whatsoever upon the Company.

The Company shall not be liable for any failure of performance hereunder due to causes
beyond its control, including but not limited to Acts of God, fires, flood or other
catastrophes; atmospheric conditions or other phenomena of nature, such as radiation; any
law, order, regulation, directive, action of request of the U.S. Government, or any other
government, including state and local governments having jurisdiction over the Company or
the services provided hereunder; national emergencies; civil disorder, insurrections, riots,
wars, strikes, lockouts, work stoppages, or other labor problems or regulations established or
actions taken by any court or government agency having jurisdiction over the Company or
the acts of any party not directly under the control of the Company.
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24

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Liabilities of the Company, (Cont'd.)

2.4.3

2.4.4

245

When the services or facilities jof other common carriers are used separately or in
conjunction with the Company's facilities or equipment in establishing connection to points
not reached by the Company's facilities or equipment, the Company shall not be liable for
any act or omission of such other common carriers or their agents, servants or employees.

The Company shall be indemnified and held harmless by the Customer and Subscriber from
and against all loss, liability, damage, and expense, including reasonable attorney's fees, due
to claims for libel, slander, or infringement of copyright or trademark in connection with any
material transmittal by any person using the Company's services and any other claim
resulting from any act or omission of the Customer or Subscriber relating to the use of the
Company's facilities.

The Company shall not be liable for any act or omission of any other entity furnishing to the
Customer facilities or equipment used with the service furnished hereunder; nor shall the
company be liable for any damages or losses due in whole or in part to the failure of
Customer-provided service, equipment or facilities.
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

2.5 Billing and Payment for Service

2.5.1

Responsibility for Charges

Charges for installations, service connections, moves, and rearrangements, where applicable,
are payable upon demand to the Company or its authorized agent. Billing thereafter will
include recurring charges and actual usage as defined in this tariff.

The Customer is responsible for payment of all charges for services and equipment furnished
to the Customer for transmission of calls via the Company. In particular and without
limitation to the foregoing, the Customer is responsible for any and all cost(s) incurred as the
result of:

A.

any delegation of authority resulting in the use of his or her communications
equipment and/or network services which result in the placement of calls via the
Company;

any and all use of the service arrangement provided by the Company, including calls
which the Customer did not individually authorize;

any calls placed by or through the Customer's equipment via any remote access
feature(s); '

any and all calls placed to an toll-free (e.g., 800, 888) service number provided to
the Customer by the Company. —
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2.5

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Billing and Payment for Service, (Cont'd.)

2.5.2 Payment for Service

A.

All charges due by the Customer are payable to the Company or any agent duly
authorized to receive such payments. The billing agent may be the Company, a
local exchange telephone company, credit card company, or other billing service.
Terms of payment shall be according to the rules and regulations of the agent and
subject to the rules of regulatory bodies having jurisdiction. Any objections to billed
charges must be promptly reported to the Company or its billing agent. Adjustments
to Customers' bills shall be made to the extent that circumstances exist that
reasonably indicate that such changes are appropriate.

Disputes with respect to charges must be presented to the Company in writing
within one hundred (120) days from the date the bill in question is issued or such bill
will be deemed correct and binding on the Customer.

Unless otherwise specified below, services provided by the Company are billed in
arrears directly to the Customer on a monthly basis.

Charges for third party calls which are charged to a domestic telephone number will
be included on the Billed Party’s local exchange telephone company bill pursuant to
billing and collection agreements established by the Company or its intermediary
with the applicable telephone company.

Charges for credit card calls will be included on the Billed Party s regular monthly
statement from the card-issuing company.
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2.5

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Billing and Payment for Service, (Cont'd.)

253

2.5.4

2.5.5

2.5.6

Deposits

The Company does not collect Customer Deposits.
Advance Payments

The Company does not collect Advance Payments.

Late Payment Charge

Payment is within thirty (30) days subsequent to the invoice date and are considered past

after the thirty (30) day period. Late payment charges may be applied as allowed pursuant to
South Carolina Public Service Commission Reg. 103-622.2 which provides that a maximum
one and one half percent (1 1/2%) may be added to any unpaid balance brought forward from
the previous billing date to cover the cost of collection and carrying accounts in arrears.
Billings for 900 and 900-type charges or non-regulated items are excluded from the balance
on which a late charge may be imposed.

Return Check Charge

The Company reserves the right to assess a return-check charge not to exceed that allowed
by applicable state law as contained in S.C. Code Ann, 34-11-70, whenever a check or draft
presented for payment of service is not accepted by the institution on which it is written.
This charge applies each time a check is returned to the Company by a bank for insufficient
funds. A Maximum Return Check Charge is $50.00.

SCo0600



Phonel, Inc. South Carolina Tariff No. 1
100 No. Biscayne Boulevard, 25th Floor Original Page 18
Miami, Florida 33132

Issued by: Geren Anderson, Vice President of Business Development

Issued: August 21, 2006 Effective:

2.5

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Billing and Payment for Service, (Cont'd.)

2.5.7

2.5.8

Customer Complaints and/or Billing Disputes

Customers have the right to refer billing disputes and any other complaints to Company at
100 N. Biscayne Boulevard, 25™ Floor, ;Miami, Florida 33132, or via telephone by dialing 1-
866-674-6631. If the Customer and the Company are unable to resolve the dispute to their
mutual satisfaction, the Customer may file a complaint with the South Carolina Public
Service Commission in accordance with the Commission's rules of procedure. The address
of the Commission is as follows:

South Carolina Public Service Commission
Synergy Business Park

Saluda Building

101 Executive Center Drive, Suite 100
Columbia, SC 29210

Consumer Services Department - Telephone: (803) 896-5230
Consumer WATS Line - Telephone: (800) 922-1531

Taxes and Fees

2.5.8.1 All state and local taxes (i.e., gross receipts tax, sales tax, municipal utilities tax) are
listed as separate line items on the Customer's bill and are not included in the quoted
rates and charges set forth in this tariff. To the extent that a municipality, other
political subdivision or local agency of government, or Commission imposes upon
and collects from the Company a gross receipts tax, occupation tax, license tax,
permit fee, franchise fee, or regulatory fee, such taxes and fees shall, insofar as
practicable and allowed by law, be billed pro rata to Customers receiving service
from the Company within the territorial limits of such municipality, other political
subdivision or local agency of government.

2.5.8.2 The Company may adjust its rates and charges or impose additional rates and
charges on its Customers in order to recover amounts it is required by governmental
or quasi-governmental authorities to collect from or pay to others in support of
statutory or regulatory programs. Examples of such programs include, but are not
limited to, the Universal Service Fund (USF) and compensation to pay telephone
service providers for the use of their pay telephones to access the Company's
service.
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2.6

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Refusal or Discontinuance by Company

The Company may refuse or discontinue service under the following conditions. Unless otherwise
specified, the Customer or Subscriber will be given seven (7) days written notice and allowed a
reasonable time to comply with any rule or remedy any deficiency.

2.6.1

2.6.2

2.6.3

2.6.4

2.6.5

2.6.6

2.6.7

For non-compliance with and/or violation of any State or municipal law, ordinance or
regulation pertaining to telephone service.

For the use of telephone service for any other property or purpose other than that described
in the application.

For neglect or refusal to provide reasonable access to the Company for the purpose of
inspection and maintenance of equipment owned by the Company.

For non-compliance with and/or violation of the Commission's regulations or the Company's
rules and regulations on file with the Commission.

For non-payment of bills for telephone service.
Without notice in the event of Customer, Authorized User or Subscriber use of equipment in
such a manner as to adversely affect the Company's equipment or the Company's service to

others.

Without notice in the event of tampering with the equipment furnished and owned by the
Company.
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

2.6 Refusal or Discontinuance by Company, (Cont'd.)

2.6.8 Without notice in the event of unauthorized or fraudulent use of service. Whenever service
is discontinued for fraudulent use of service, the Company may, before restoring service,
require the Subscriber to make, at his or her own expense, all changes in facilities or
equipment necessary to eliminate illegal use and to pay an amount reasonably estimated as
the loss in revenues resulting from such fraudulent use.

2.6.9 For failure of the Customer or Subscriber to make proper application for service.

2.6.10 For Customer’s or Subscriber's breach of the contract for service between the Company and
the Customer, including posting or access requirements as specified to comply with state
and federal regulations.

2.6.11 When necessary for the Company to comply with any order or request of any governmental
authority having jurisdiction.
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2.7

2.8

2.9

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Interruption of Service

Credit allowance for the interruption of service which is not due to the Company's testing or
adjusting, negligence of the Customer, or to the failure of channels or equipment provided by the
Customer, are subject to the general liability provisions set forth in 2.4 herein. It shall be the
obligation of the Customer to notify the Company immediately of any interruption in service for
which a credit allowance is desired. Before giving such notice, the Customer shall ascertain that the
trouble is not being caused by any action or omission by the Customer within his control, or is not in
wiring or equipment, if any, furnished by the Customer. Credit allowances for interruptions of
service are limited the initial minimum period charge incurred to re-establish the interrupted call.

Inspection, Testing and Adjustment

Upon reasonable notice, the facilities provided by the Company shall be made available to the
Company for tests and adjustments as may be deemed necessary by the Company for maintenance.
No interruption allowance will be granted for the time during which such tests and adjustments are
made.

Other Rules
The Company may temporarily suspend service without notice to the Customer, by blocking traffic to
certain cities of NXX exchanges, or by blocking calls using certain Personal Account Codes when the

Company deems it necessary to take such action to prevent unlawful use of its service. The
Company will restore service as soon as service can be provided without undue risk.
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2.10

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)
Responsibilities of Aggregators

In addition to the responsibilities of Aggregators in their capacities as Subscribers, Aggregators must
also adhere to the following requirements:

2.10.1 Aggregators must post on the telephone instrument, in plain view of Authorized Users:

A. The name, address, and toll-free telephone number of the provider of operator
services; and

B. A written disclosure that the rates for all operator-assisted calls are available on
request, and that Authorized Users have a right to obtain access to the intrastate
common carrier of their choice and may contact their preferred intrastate common
carriers for information on accessing that carrier's service using that telephone; and

C. The name and address of the enforcement division the Federal Communications
Commission, to which the Authorized User may direct complaints regarding
Operator Services; and

D. Any other information required by state or federal regulatory agencies or law.

2.10.2 Aggregators must ensure that each of its telephones pre-subscribed to a provider of operator
services allows the Authorized User to use "800" and "950" access code numbers to obtain
access to the provider of operator services desired by the Authorized User.

2.10.3 The Company shall withhold payment (on a location-by-location basis) of any compensation,
including commissions, to Aggregators if the Company reasonably believes that the
Aggregator (i) is blocking access by means of "950" or "800" numbers to intrastate common
carriers in violation of The Telephone Consumer Protection Act of 1990 paragraph 3.4.1.B.;
or (ii) is blocking access to equal access codes in violation of rules the Federal
Communication Commission and/or the South Carolina Public Service Commission may
prescribe.
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2.11

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Responsibilities of the Subscriber

2.11.1

2.11.2

2.11.3

2.11.4

2.11.5

. 2.11.6

2.11.7

2.11.8

The Subscriber is responsible for placing any necessary orders, for complying with tariff
regulations, and for ensuring that Authorized Users comply with tariff regulations. The
Subscriber is also responsible for the payment of charges for calls originated at the
Subscriber's premises that are not collect, third party, calling card, or credit card calls.

The Subscriber is responsible for charges incurred for special construction and/or special
facilities that the Subscriber requests and which are ordered by the Company on the
Subscriber's behalf.

If required for the provision of the Company's, the Subscriber must provide any equipment
space, supporting structure, conduit, and electrical power without charge to the Company.

The Subscriber is responsible for arranging ingress to its premises at times mutually
agreeable to it and the Company when required for Company personnel to install, repair,
maintain, program, inspect, or remove equipment associated with the provision of the
Company's Services.

The Subscriber shall ensure that its terminal equipment and/or system is properly interfaced
with the Company's facilities or services, that the signals emitted into the Company's
network configuration are of the proper mode, bandwidth, power, and signal level for the
intended use of the Subscriber and in compliance with the criteria set forth in Part 68 of the
Code of Federal Regulations, and that the signals do not damage equipment, injure
personnel, or degrade service to other Subscribers.

If the Subscriber fails to maintain the equipment and/or the system properly, with resulting
imminent harm to the Company's equipment, personnel, or the quality of Service to other
Subscribers or Customers, the Company may, upon written notice, require the use of
protective equipment at the Subscriber's expense. If this fails to produce satisfactory quality
and safety, the Company may, upon written notification, terminate the Subscriber's service.

The Subscriber must pay the Company for replacement or repair of damage to the equipment
or facilities of the Company caused by negligence or willful act of the Subscriber, its
Authorized Users, or others, or by improper use of equipment provided by the Subscriber,
Authorized Users, or others.

The Subscriber must pay for the loss through theft or fire of any of the Company's equipment
installed at Subscriber's premises.
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2.12

2.13

2.14

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Responsibilities of the Customer

2.12.1 The Customer is responsible for compliance with the applicable regulations set forth in this
tariff as well as all rules and regulations of the state utility commission and the FCC.

2.12.2 The Customer is responsible for identifying the station, party, or person with whom
communication is desired and/or made at the called number.

2.12.3 The Customer is responsible for providing the Company with a valid method of billing for
each call. The Company reserves the right to validate the credit worthiness of users through
available credit card, calling card, called number, third party telephone number, and room
number verification procedures. Where a requested billing method cannot by validated, the
user may be required to provide an acceptable alternate billing method or the Company may
refuse to place the call.

Validation of Credit

The Company reserves the right to validate the creditworthiness of Customers and billed parties
through available verification procedures. Where a Customer’s creditworthiness is unacceptable to .
the Company, the Company may refuse to provide service, require a deposit or advance payment, or
otherwise restrict or interrupt service to a Customer.

Marketing

As atelephone utility under the regulation of the Public Service Commission of South Carolina, CTI
does hereby assert and affirm that as a reseller of intrastate telecommunications service, CTI will not
indulge or participate in deceptive or misleading telecommunications marketing practices to the
detriment of consumers in South Carolina, and will comply with those marketing will comply with
those marketing procedures, if any, set forth by the Public Service Commission. Additionally, CTI
will be responsible for the marketing practices of [its] contracted telemarketers for compliance with
this provision. CTI understands that violation of this provision could result in a rule to Show Cause
as to the withdrawal of [its] certification to complete intrastate telecommunications traffic within the
State of South Carolina.
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3.1

3.2

- 33 .

3.4

3.5

SECTION 3 - DESCRIPTION OF SERVICES AND RATES

General

Phonel will provide direct dial to end users and operator assisted services to entities serving the
transient public for communications originating and terminating within the State of Arkansas under
terms of this Tariff,

Each Customer is charged individually for each call placed through the Company. Charges may vary
by service offering, mileage band, class of call, time of day, day of week and/or call duration.

Customers are billed based on their use of the Company's service. No installation charge or fixed
monthly recurring charges apply.

Timing of Calls

3.2.1 Timing for all calls begins when the called party answers the call (i.e. when two-way
communications are established). Answer detection is based on standard industry answer
detection methods, including hardware and software answer detection.

3.2.2  Chargeable time for all calls ends when either one of the parties disconnects from the call.

3.2.3  The minimum call duration and additional billing increments are specified on a per product
basis in this section of the Tariff.

3.2.4 The Company will not bill for incomplete calls.

Holidays |

The Company does not offer rate discounts for calls placed on state of federal holidays.
Rate Periods

The Company does not rate calls based on time-of-day.

Calculation of Distance

The Company does not rate calls based on distance.
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3.6

SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)

Public Telephone Surcharge

In order to recover the Company’s expenses to comply with the FCC’s pay telephone compensation
plan effective on October 7, 1997 (FCC 97-371), an undiscountable per call charge is applicable to all
interstate, intrastate and international calls that originate from any domestic pay telephone used to
access the Company's services. This surcharge, which is in addition to standard Tariffed usage
charges and any applicable service charges and surcharges associated with the Company's service,
applies for the use of the instrument used to access the Company service and is unrelated to the
Company's service accessed from the pay telephone.

Pay telephones include coin-operated and coinless phones owned by local telephone companies,
independent companies and other interexchange carriers. The Public Pay Telephone Surcharge
applies to the initial completed call and any reoriginated call (i.e., using the "#" symbol).

Whenever possible, the Public Pay Telephone Surcharge will appear on the same invoice containing
the usage charges for the surcharged call. In cases where proper pay telephone coding digits are not
transmitted to the Company prior to completion of a call, the Public Pay Telephone Surcharge may be
billed on a subsequent invoice after the Company has obtained information from a carrier that the
originating station is an eligible pay telephone.

The Public Pay Telephone Surcharge does not apply to calls placed from pay telephones at which the
Customer pays for service by inserting coins during the progress of the call.

Per Call Charge: $0.50
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3.7

SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
Operator Assisted Services

The Company provides the Customer operated assisted Services to aggregator locations on a per call
service charge basis. In additional to the per call service charge, mileage-sensitive usage rates apply.
The Company’s operator services are accessible on a twenty-four (24) hour per day, seven (7) days
per week basis.

Calls may be originated via traditional operator services access (0+ or 0-) or via a Company-
designated access number.

The use of the Company’s operator services allows the Customer to select from the special call
handling or billing arrangements specified within. Call rates and applicable service charges will be
assessed to the call originator, the called party’s telephone number based on the call type (i.e.
operator dialed, collect, third party billed, credit card billed or Customer dialed credit card billed
without the use off an operator’s assistance) initiated by the call originator and the appropriate
acknowledgement of other parties, where applicable.

Customer Dialed Calling/Credit Card Call - This charge applies in addition to long distance usage
charges for station to station calls billed to an authorized Calling Card or Commercial Credit Card.
The Customer must dial the destination telephone number where the capability exists for the
Customer to do so. A separate rate applies in the event operator assistance is requested for entering
the Customer's card number for billing purposes.

Operator Dialed Calling/Credit Card Call - This charge applies in addition to long distance usage
charges for station to station calls billed to an authorized telephone Calling Card or Commercial
Credit Card and the operator dials the destination telephone number at the request of the Customer.

Operator Station - These charges apply in addition to long distance usage charges for non-Person-
to-Person calls placed using the assistance of a Company operator and billed Collect, to a Third
Party, by deposit of coins in Pay Telephones, or via some method other than a Calling Card or
Commercial Credit Card.

Person-to-Person - This charge applies in addition to long distance usage charges for calls placed
with the assistance of a Company operator to a particular party at the destination number. This charge
applies regardless of billing method, including but not limited to billing to a Calling Card,
Commercial Credit Card, Collect, by deposit of coins in Pay Telephones, or to a Third Party. Charges
do not apply unless the specified party or an acceptable substitute is available.
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.7 Operator Assisted Services, (Cont’d.)
3.7.1 Maximum InterLATA / IntraLATA Per Minute Usage Rates
See Current Rates Section for all Operator Service charges.
3.7.2 Maximum InterLATA /IntraLATA Operator Service Charges:

See Current Rates Section for all Operator Service charges.
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)

3.8 Toll Free Access Operator Services

Toll free operator services allows the End User to access the Company's network by dialing a
designated toll free number for the purpose of placing an operator-assisted call. A per call charge and
usage rates apply.

3.8.1 RatePlanl
Service is billed in three (3) minute increments following an initial three (3) minute period.
Per Minute Usage Rates: $0.69

Per Call Operator Service Charges:

Customer Dialed Calling Card Station: $4.99
Operator Dialed Calling Card Station: $7.50

Automated Live
Collect $4.99 $6.99
Billed to Third Party $12.50 $12.50
Sent Paid - Non Coin $5.99 $12.50
Person to Person $12.50 $12.50
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.8 Toll Free Access Operator Services, (Cont’d.)
Toll free operator services allows the End User to access the Company's network by dialing a
designated toll free number for the purpose of placing an operator-assisted call. A per call charge and
usage rates apply.
3.8.2 RatePlan?2
Service is billed in three (3) minute increments following an initial three (3) minute period.

Per Minute Usage Rates: $0.69

Per Call Operator Service Charges:

Customer Dialed Calling Card Station: $4.99
Operator Dialed Calling Card Station: $7.50

_ Automated Live
Collect $4.99 $7.99
Billed to Third Party $12.50 $12.50
Sent Paid - Non Coin $5.99 $12.50
Person to Person $12.50 $12.50
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.8 Toll Free Access Operator Services, (Cont’d.)
Toll free operator services allows the End User to access the Company's network by dialing a
designated toll free number for the purpose of placing an operator-assisted call. A per call charge and
usage rates apply.
3.8.3 RatePlan3
Service is billed in three (3) minute increments following an initial three (3) minute period.

Per Minute Usage Rates: $1.15

Per Call Operator Service Charges:

Customer Dialed Calling Card Station: $4.99
Operator Dialed Calling Card Station: $7.50

Automated Live
Collect $5.99 $7.50
Billed to Third Party $6.99 $12.50
Sent Paid - Non Coin $5.99 - $12.50
Person to Person $12.50 $12.50
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3.9

SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
Busy Line Verification and Interrupt Service

Upon request of a calling party the Company will verify a busy condition on a designated local
service line. The operator will determine if the line is clear or in use and report to the calling party. At
the request of the Customer, the operator will interrupt the call on the busy line. Emergency
Interruption is only permitted in cases where the calling party indicates an emergency exists and
requests interruption.

If the Customer has the operator interrupt a call, both the Busy Line Verification and the Emergency
Interrupt charge will apply.

No charge will apply when the calling party advises that the call is to or from an official public
emergency agency. Busy Verification and Emergency Interrupt Service is furnished where and to the
extent that facilities permit.

The Customer shall identify and save the Company harmless against all claims that may arise from
either party to the interrupted call or any person.

Maximum Per Call Rates:

Per Call
Busy Line Verification $5.00
Emergency Interruption $5.00
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3.10

3.11

- 302

SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)

Directory Assistance

A Directory Assistance charge applies to each call to the Directory Assistance Bureau. Two (2)
requests may be made on each call to Directory Assistance. The Directory Assistance charge applies
to each call, regardless of whether the Directory Assistance Bureau is able to furnish a requested
telephone number.

Maximum Per Call Charge: $1.49

Non-subscriber Service Charge

A Nonsubscriber Service Charge is applicable to operator assisted calls billed to residential lines
which are presubscribed to an interexchange carrier other than the Company, or nor presubscribed to
any interexchange carrier. This charge is in addition to the applicable initial period charges and in
addition to any applicable service charges for operator handled calls.

The Nonsubscriber Service Charge does not apply to calling card calls, intraLATA calls, calls to
Directory Assistance, toll free or 900 numbers, ship-to-shore service or Telecommunications Relay

Service.

Maximum Per Call Charge: $1.25

Bill Statement Fee

The Company may impose a Bill Statement Fee to calls billed as part of the Customer's local
telephone bill. '

Monthly charge, per bill statement: $2.49
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3.13

3.14

SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)

Location Surcharge
A surcharge may be imposed in addition to the rates and charges selected by the Aggregator. The
combination of service charges, usage charges and Location/ Surcharge may be limited by the

Company to comply with FCC rules and orders or to insure that the resulting rates and charges are
just and reasonable as determined by the Company.

A) Location/Property Surcharge

Per Call Fee $1.00

Aggregator Service
Aggregator Service is provided for pay telephone owners who presubscribe their pay telephones to

Phonel for direct dial or sent paid calls originating at their premises. This service requires that pay
telephone end users deposit coins in order to complete an intraLATA or interLATA call.

Maximum Usage Rates:

IntraLLATA:
3 minute minimum: $0.50
Each Additional 3 minutes: $0.50
- InterLATA: : :
2 minute minimum: $0.50
Each Additional 2 minutes: $0.50
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.15 Phonel Toll Services
A, Phonel Prepaid Calling Card with PIN Service
Phonel Prepaid Calling Card service allows the Customer to place calls on a prepaid basis
while away from the home or office. The Customer must dial local or toll free access number
and a special access code before completing the call. Calls are billed in one (1) minute
increments with an initial calling period of one (1) minute. For calls made from a pay

telephone, the Pay Telephone Surcharge applies in addition to the rates for the Pre-Paid Call.

Maximum, Per Minute Rate

Local Access $0.0182
Toll Free Access $0.0382
Maintenance Fee: $0.75 after first use

$0.50 every 3 days thereafter
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.15 Phonel Toll Services, (Cont’d.)
B. Phonel Club — PINLess Prepaid Toll Service

Phonel Club PINLess Prepaid Toll Service is an outbound calling plan that is accessed viaa
Company-designated local access or toll-free access number. Calls are billed in one (1)
minute increments following a minimum billing period of one (1) minute. There is no
monthly minimum usage and no per call charge. The plan does not require that the Customer
be presubscribed to the Company, nor does it require an authorization code. The plan only
requires that the calling number be recognized as belonging to a Customer account, who
registers for the service via the Company's website or by contacting the Company's customer
service. Calls from a number not registered or recognized require entering the Customer
account number. Customers will be able to access call detail and billing records on-line via
the Company’s web site,

Maximum, Per Minute Rate: $0.0500
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.15 Phonel Toll Services, (Cont’d.)
C. Phonel Club Prepaid Toll Service

Phonel Club Prepaid Toll Service is a direct dial prepaid outbound calling plan where the
Company is selected by the Customers as the presubscribed carrier for registered telephone
numbers through a Letter of Agency. Calls are billed in (1) minute increments following a
minimum billing period of one (1) minute. There is no monthly minimum usage and no per
call charge. Calls made away from presubscribed lines will require the use of an access
number, require the Customer's appropriate account number and/or PIN. Customers will be
able to access call detail and billing records on-line via the Company’s web site.

Maximum, Per Minute Rate: $0.0500
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.15 Phonel Toll Services, (Cont’d.)
D. Residential and Business Toll Service
Residential and Business Toll Service is a switched outbound service which is available to
business and residential Customers for outbound calling from presubscribed lines. Calls are
billed in one (1) minute increments after the initial minimum period of one (1) minute and
originate and terminate on Customer-provided switched access lines. Rates are not mileage
or time-of-day sensitive. Calls made away from presubscribed lines will require the use of an

access number and PIN. Service will be direct billed by the Company.

Maximum, Per Minute Rate: $0.0500
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SECTION 3 - DESCRIPTION OF SERVICES AND RATES, (CONT’D.)
3.15 Phonel Toll Services, (Cont’d.)
E. Phonel Joint Use Pre-Authorized Card Service

Phone! Joint Use Pre-Authorized Card Service allows for outbound calling over the Phonel
network through a Company-approved joint use card with a commercial credit card
institution. The card may be used for traditional non-telecommunications purchases, may be
used for telephone calling via a toll free access number, or may be used for a combination of
both telecommunications and non-telecommunications services. Calls are billed in one (1)
minute increments after the initial minimum period of one (1) minute and originate and
terminate on Customer-provided switched access lines. Rates are not mileage or time-of-day
sensitive.

Maximum, Per Minute Rate: $0.0500
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SECTION 4 - CURRENT RATES

4.1 Operator Services

4.1.1 InterLATA /IntraLATA Per Minute Usage Rates

)

@)

Customer Dialed Calling Card Using LEC Card
All calls are billed in one (1) minute increments after an initial period, for billing

purposes, of one (1) minute.

Rate Per Minute: $0.35

Customer Dialed Calling Card Using Credit Card

Operator Station Billed to 3" Party, Collect; Person-to-Person Billed to Calling
Card other than Sent Paid; Real Time Rated Operator Station/Person-to-
Person Billed to a Calling Card

All calls are billed in one (1) minute increments after an initial period, for billing
purposes, of one (1) minute.

Rate Per Minute: $0.85
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4.1 Operator Services
4.1.2 InterLLATA /IntraLATA Operator Service Charges:
Customer Dialed Calling Card Station LEC Card Credit Card
Customer Dialed / Automated $1.75 $4.99
Customer Dialed & Operator Assisted $5.50 $7.50
Customer Dialed / Operator Must Assist ~ $1.75 $4.99
Operator Dialed Calling Card Station $5.50 $7.50
Operator
Operator Station Automated Assisted
Collect $5.99 $7.50
Billed to 3™ Party N/A $9.99
Person-to-Person N/A $12.50
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SECTION 4 - CURRENT RATES, (CONT'D.)

4.2 Toll Free Access Operator Services

4.2.1 Optional Rate Plan 1

Aggregators who choose these plans must select from the following billing increments:

A. Initial billing period: 1 minute;
B. Initial billing period: 3 minutes
C. Initial billing period: 3 minutes
Per Minute Usage Rates:

Per Call Operator Service Charges:

Customer Dialed Calling Card Station:
Operator Dialed Calling Card Station:

Collect
Billed to Third Party
Person to Person

Additional billing period: 1 minute
Additional billing period: 1 minute
Additional billing period: 3 minutes

$0.69

$4.99
$7.50

Automated
$4.99

n/a

n/a

Live
$6.99
$12.50
$12.50
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SECTION 4 - CURRENT RATES, (CONT'D.)

4.2 Toll Free Access Operator Services, (Cont'd.)

4.2.2 Optional Rate Plan 2

Aggregators who choose these plans must select from the following billing increments:

A. Initial billing period: 1 minute;
B. Initial billing period: 3 minutes
C. Initial billing period: 3 minutes
Per Minute Usage Rates:

Per Call Operator Service Charges:

Customer Dialed Calling Card Station:
Operator Dialed Calling Card Station:

Collect

Billed to Third Party
Person to Person

Additional billing period: 1 minute
Additional billing period: 1 minute
Additional billing period: 3 minutes

$0.99

$4.99
$7.50

Automated
$4.99

n/a

n/a

Live
$6.99
$12.50
$12.50
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SECTION 4 - CURRENT RATES, (CONT'D.)

4.2 Toll Free Access Operator Services, (Cont’d.)

4.2.3 Optional Rate Plan 3

Aggregators who choose these plans must select from the following billing increments:

A. Initial billing period: 1 minute;
B. Initial billing period: 3 minutes
C. Initial billing period: 3 minutes
Per Minute Usage Rates:

Per Call Operator Service Charges:

Customer Dialed Calling Card Station:
Operator Dialed Calling Card Station:

Collect
Billed to Third Party
Person to Person

Additional billing period: 1 minute
Additional billing period: 1 minute
Additional billing period: 3 minutes

$1.15

$4.99
$7.50

Automated
$5.99

n/a

n/a

Live
$7.99
$12.50
$12.50
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SECTION 4 - CURRENT RATES, (CONT'D.)

4.3 Public Telephone Surcharge
Per Call Charge: $0.50

4.4 Busy Line Verification and Interrupt Service

Per Call
Busy Line Verification $5.00
Emergency Interruption $5.00
4.5 Directory Assistance
Per Call Charge: $1.25
. 4.6 Non-subscriber Service Charge
Per Call Charge: ‘ $1.25
4.7 Bill Statement Fee
Monthly charge, per bill statement: $2.49
4.8 Location Surcharge
Per Call Fee. . . . . e oo 28100
4.9 Aggregator Service
IntralLATA:
3 minute minimum: ' $0.50
Each Additional 3 minutes: $0.50
InterLATA:
2 minute minimum: $0.50
Each Additional 2 minutes: $0.50
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SECTION 4 - CURRENT RATES, (CONT'D.)
410 Phonel Toll Services

A. Phonel Prepaid Calling Card with PIN Service

Per Minute Rate

Local Access $0.0182
Toll Free Access $0.0382
Maintenance Fee: $0.75 after first use

$0.50 every 3 days thereafter
B. Phonel Club —.PINLess Prepaid Toll Service
Per Minute Rate: $0.0500
C. Phonel Club Prepaid Toll Service

Per Minute Rate: $0.0500
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4.10  Phonel Toll Services, (Cont’d.)

D. Residential and Business Toll Service

Per Minute Rate; $0.0500

E. Phonel Joint Use Pre-Authorized Card Service

Per Minute Rate: $0.0500
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5.1

5.2

SECTION 5 - PROMOTIONS

Promotions - General

From time to time the Company shall, at its option, promote subscription or stimulate network usage
by offering to waive some of all of the nonrecurring or recurring charges for the Customer (if
eligible) of target services for a limited duration, not to exceed 90 days, or by offering premiums or
refunds of equivalent value. Such promotions shall be made available to all similarly situated
Customers in the target market area. All promotions will be filed with the Commission prior to
offering them to Customers.

Demonstration of Calls

From time to time the Company shall demonstrate service by providing free test calls of up to four
(4) minutes duration over its network.

SCo0600



Phonel, Inc. South Carolina Tariff No. 1

100 No. Biscayne Boulevard, 25th Floor - Original Page 49
Miami, Florida 33132
Issued by: Geren Anderson, Vice President of Business Development

Issued: August 21, 2006 Effective:

SECTION 6 - CONTRACT SERVICES

6.1 General

At the option of the Company, service may be offered on a contract basis to meet specialized
requirements of the Customer not contemplated in this Tariff. The terms of each contract shall be
mutually agreed upon between the Customer and Company and may include discounts off of rates
contained. herein, waiver of recurring or nonrecurring charges, charges for specially designed and
constructed services not contained in the Company's general service offerings, or other customized
features. The terms of the confract may be based partially or completely on the term and volume
commitment, type of originating or terminating access, mixture of services or other distinguishing
features. Service shall be available to all similarly situated Customers for six (6) months after the
initial offering to the first contract Customer for any given set of terms.

\
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AUTHORIZED UTILITY REPRESENTATIVE INFORMATION

PURSUANT TO SOUTH CAROLINA PUBLIC SERVICE COMMISSION REGULATION
103-612.2.4(b) - Each utility shall file and maintain with the Commission the name, title, address, and
telephone number of the persons who should be contacted in connection with General Management Duties,

. Customer Relations (Complaints), Engineering Operations, Test and Repairs, and Emergencies during non-
office hours. :

Phonel, Inc.

100 N Biscayne Boulevard, 25th Floor

Miami, Florida 33132

Phone: 305-371-3300

Fax: 305-371-4686

Toll-Free: 866-674-6631 (

A. General Manager Representative, Phone Number, Fax Number & E-Mail Address:

Dilowe Barker
Phonel, Inc.
100 N Biscayne Boulevard, 25th Floor
Miami, Florida 33132
Phone: 305-371-3300
Fax: 305-371-4686
Toll-Free: 866-674-6631
E-Mail:
B. Customer Relations (Complaints) Representative:

Toll-Free: 800-658-6041

C. Engineering Operations Representative:
Phone:  305-371-3300 7

D. Test & Repair Representative:
Toll-Free: 866-674-6631

E. Contact for Emergencies During Non-Office Hours:
Toll-Free: 866-674-6631

F. Financial Representative:
Peter Yu

Toll-Free: 866-674-6631

G. Customer Contact Telephone Number for Company (Toll-Free)"
Toll-Free: 800-658-6041

If you have any questions, contact the Consumer Services Department at (803-896-5230) or Utilities
Department at (803-896-5105)
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NOTICE OF FILING AND HEARING

Phonel, Inc. (“Applicant”) filed an Application with the Public Service Commission of South Carolina for a
Certificate of Public Convenience and Necessity to operate as a reseller of interexchange telecommunications
services. The Applicant will operate as a reseller of existing facilities and will provide direct dial to end users
and operator-assisted service locations. The Applicant further requests that its interexchange services be
regulated pursuant to the procedures described and set out in Commission Order Nos. 95-1734 and 96-55 in
Docket No. 95-661-C, as modified by Commission Order No. 2001-997 in Docket No. 2000-407-C.

A copy of the Application is on file in the offices of the Public Service Commission of South Carolina, 101
Executive Center Drive, Saluda Building, Columbia, South Carolina 29210; and is available through John J.
Pringle, Jr., Esquire, ELLIS LAWHORNE & SIMS, PA, 1501 Main Street, 5" Floor, Columbia, South Carolina
29201.

PLEASE TAKE NOTICE a hearing, on the above matter has been scheduled to begin at
before Hearing Examiner in the Commission’s Meeting Room at 101 Executive Center Drive,

Saluda Building, Columbia, South Carolina 29210.

Any person who wishes to participate in this matter, as a party of record with the right of cross-examination
should file a Petition to Intervene in accordance with the Commission’s Rules of Practice and Procedure on or
before » 2006 and indicate the amount of time required for his presentation. Please refer to Docket
No. 2006-___ -C.

Any person who wishes to be notified of the hearing, but does not wish to present testimony or be a party of
record, may do so by notifying the Docketing Department in writing at the address below on or before ,
2006. Please refer to Docket 2006- -C.

PLEASE TAKE NOTICE: Any person who wishes to have his or her comments considered as a part of the
official record of this proceeding MUST present such comments, in person, to the Hearing Officer during the
hearing.

~Persons seeking information about the Commission’s Procedures should contact the Commission by dialing -~

(803) 896-5100.

Public Service Commission of South Carolina
Docketing Department
P.O. Drawer 11649
Columbia, South Carolina 29211

AUGUST -___ -06



